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Bigger CAKES 
for longer COILS 


Another 2,000 kw diesel-generator set has been added 
to the power plant of the Raritan Copper Works to 
provide more current for its electrolytic copper refinery. 


Casting wheel at the Raritan Copper Works houses 
12 water-cooled molds made of copper, used for 
casting copper cakes up to 3,000 pounds. 


COPPER CAKES HAVE PUT ON WEIGHT 


at the Raritan Copper Works of International Smelting 
and Refining Company, a subsidiary of Anaconda. 
Heretofore, the maximum weight was 840 pounds. 

But now, with the recent completion of a new casting 
plant, parallel-sided copper cakes ranging in weight 
from 1,800 to 3,000 pounds are regularly produced 
on the casting wheel illustrated above. 


This means that The American Brass Company, 

an Anaconda fabricating subsidiary, is able to supply 
its customers with larger and heavier copper 

plates; also with longer unjointed coils of 

strip copper in very thin gages. These 

longer coils, in demand by industry, enable 

users to operate their machines more 

economically — with fewer interruptions. 


This new casting plant, the largest of its 

kind, is another example of Anaconda’s continuing 
program to meet industry’s evermore exacting 
requirements for copper and copper alloy products. 


The American Brass Company 
Anaconda Wire & Cable Company 


Andes Copper Mining Company 
Chile Copper Company 


Greene Cananea Copper Company 
Anaconda Aluminum Company 


COPPER MINING COMPANY Anaconda Sales Company 


International Smelting and Refining Company 
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Cover Picture . . . Model of flag raising on 
Mt. Suribachi, Iwo Jima, at entrance to the 
U. S. Marine Corps Schools, Quantico, Va., 
based on the famous Associated Press war- 
time photo. The larger bronze statue now in 
production will be dedicated on the Marine 
Corps anniversary, Nov. 10, 1954. Ameri- 
can independence, part moral character, part 
physical and intellectual vigor, part financial 
stability, is supported by trustees on all 
three counts. Trust officers of a Pittsburgh 
fiduciary, for example, supervise the school- 
ing of 50 young people in a typical year. 
Financially, corporate trustees manage $70 
billions of trust funds and added billions 
of pension fund dollars, strengthening indi- 
vidual and family economic independence, 
and supporting Governmental functions 
through bond purchases. All this could not 
be without the valor of those who have 
given or risked their lives to preserve our 
freedom as a nation. Symbolic of their heroic 
devotion are the six men here depicted, 
three of whom lost their lives on Iwo Jima. 

Official United States Marine Corps Photo 


Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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CORRESPONDENCE 


Liberalized Pension Laws 


Four of the pension and profit-shar- 
ing bills sponsored by us finally passed 
the House of Representatives and were 
signed by the Governor of the State of 
Mississippi, and TRUSTS AND ESTATES 
was a great deal of assistance in help- 
ing us convince the committees that 
handled the legislation. (See legislation 
report June, p. 592, Senate Bills 1435, 
1437, 1438 and 1439). 


I have today written to our general 
counsel and suggested that they sub- 
scribe to your magazine, since our trust 
department consults with them contin- 
ually on trust matters, and also suggested 
that they secure from you a copy of the 
April, 1954 issue and read the article 
on “Pitfalls in Trust Practice” by 
Edward C. King. I feel sure you will 
hear from both of these firms within the 
near future requesting subscriptions. 

Noel L. Mills, 
Trust Officer 
Deposit Guaranty Bank 
& Trust Co. 


Jackson, Miss. 


Thanks from Canada 


I should like to thank you personally 
and in my official capacity as President 
of The Trust Companies Association of 
Canada, for the very excellent cover- 
age you gave our Annual Meeting in the 
June issue. This, of course, is not un- 
usual, for your publication has been 
more than kind and helpful to our 
organization in Canada, in a publicity 
way. 

Gordon F. Harkness, 
President 


Toronto, Canada 


Thank you, Gordon and our many 
other good friends across the Dominion. 


(Continued oh page 624) 
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N ew law? Old law? Speed? Accuracy? Con- . 

venience? Completeness? Whatever the need, ( 
whatever the question—if it involves federal taxes 
for revenue, the accepted reporter of the federal 

tax specialist, the first choice of the man “who ¥ 

must have everything” is Standard Federal Tax t 

Reports. h 

Whether they represent the tax payer or tax S 

collector, on whichever side of the tax fence they i. 

stand—Tax Men all endorse “Standard Reports” Ww 

in use, collect real dividends from the breadth of 1 

coverage, official and explanatory, the depend- r 
ability, and the down-to-earth practical values 

which characterize the “Standard.” " 

For the “Standard Reports” subscription plan : 

brings subscribers up to date immediately and a 

keeps them up to date continuously. The swift, a 4% 

detailed, informative weekly issues blanket the foe 

field of federal taxation most important to busi- i ie 

ness and its tax counsel—reporting week by week 

the latest development in pertinent law or regu- } 

lation, interpretation of ruling or court decision } 7 

—the newest return, report or form—all enriched Bs 

and illuminated by editorial sidelights, clear, . 

helpful examples, and plain English explanations. . 

Thus, Standard Federal Tax Reports subscribers 7 

always have the facts, always know just what to . 

do — why and how to do it! ‘ 

Write for Complete Details t 

i 

t. 

l 

COMMERCE. CLEARING. HOUSE, INC.. f 

PUBLISHERS cf TOPICAL LAW REPORTS i 

NEW YORK 36 CHICAGO. 1 WASHINGTON 4 
522 FIFTH AVE 214 N. MICHIGAN AVE, i929 £ STREET. WN. W. j 1 
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THE TAX LAW nearing final enactment as this issue goes to press represents the first 
general overhaul of the Internal Revenue Code in half a century. In the area of estates 
and trusts, significant changes among others are made in the taxability of trust income, 
so-called Clifford-type trusts, life insurance, gifts to minors, divorce property set- 
tlements, pension trusts, non-resident estates. Six prominent authors will analyze the 
pertinent aspects of the new Code in the August issue of T&E. 


WHERE ARE TRUST PROFITS, AND LOSSES? The 107 banks in New York, New Jersey and 
Connecticut reporting Trust Department earnings and expenses in the first comparative 
study by the New York Federal Reserve Bank, show income from fees and commissions of 
$1,437,000 after direct expenses of $9,630,000. Only 51 departments showed an operating 
profit, but addition of allowed credit for deposit balances brought all 21 reporting 
departments in New York City and the majority of the others into the profit column. 
Salaries and related expenses accounted for an average of between 72.6 and 81% of ex- 
penses in each size group, being lower for both officers and staff in most instances of 
unprofitable departments. Personal trusts provided the largest single source of gross 
income, followed by personal agencies in the larger departments and estates in the 
smaller. By type of account (reported by 11 larger metropolitan departments) corporate 
agencies showed the largest ratio of net (6.4%) and pension trusts the largest loss 
(17.9%). Detailed figures and tables on p. 614. 


IN DRAWING UP WILLS, Merryle S. RukeysSer advised in a recent syndicated column, 
"heads of families should anticipate eventualities and specifically relieve executors and 
trustees of statutory standards and permit them to proceed as a prudent man would in 
handling his own personal funds." Mr. Rukeyser referred to investment laws of some 
states which, in absence of latitude in the will or trust, confine fiduciaries to fixed- 
income securities. As he pointed out, compliance with such rules "inevitably resulted in 
worsening the position of heirs through reducing the purchasing power" through the pro- 
longed period of inflation. Drawing up — and timely revision — of wills is indeed a 
responsibility of the heads of families. 


As this eminent financial commentator says in another of his columns this month: 
"My own observation of the complications growing out of bequests is that estate planning 
» « « the making of a will — should be a cooperative task presided over by a lawyer, 
aided and abetted by an accountant and perhaps by a practical banker and trust officer 
+ «+ « mere legalistically correct will may pile up troubles." He cautions against the 
"tendency on the part of shysters to write themselves automatically into the will, 
either as executors or attorneys." 


A STUDY OF BOND HOLDINGS in 105 discretionary-type Common Trust Funds (page 630) 
Shows that the largest aggregate dollar amount next to the $240 million of Governments 
is the $61 million in public utilities. The industrials were the second largest field 
with a total investment of $43 million, and transportation with $24 million occupied 
third place, railroad general obligations of $16 million doubling the $8 million of 
€quipment trusts. In these funds bonds represent 41.6% of aggregate holdings, common 
Stocks 44.7% and preferred stocks 12.4%. Corporate bonds of the combined portfolios 
represent 339 different companies. 


A PACKAGE PLAN TO SELL SHARES in a mutual fund protected by life insurance, and 
turning into retirement income at age 60 or 65, is now offered to persons of modest 
income by an Ohio insurance group. Purchase of dividend paying certificates qualifies 
the buyer for an insurance policy. Purchases are made through a monthly payment plan; 
life insurance costs an additional 75¢ per $1,000 and decreases as the buyer's mutual 
fund equity increases. At age 60 or 65 the Fund begins repaying the investment, reserv- 
ing a small amount for purchase of a life income annuity to begin at age 75. 


PENSION VARIES WITH COST OF LIVING: The new pension plan adopted by National Air- 
lines, with National City Bank of New York as trustee, will tie retirement benefits to 
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a 24-month moving average based on the Consumers Price Index. Each unit of pension 
credited to an employee is adjusted at retirement in the same proportion that the index 
figure has changed since the unit was first credited, with a maximum limit of 74% for each 3 
year of the intervening period. Further adjustments will be considered every 6 months, 
but no semi-annual adjustment can exceed 5%. 





FURTHER RELAXATION OF RESERVE REQUIREMENTS on June 21st released an estimated $1.5 
billion for loans or investment. New schedules will take effect at various times and 
will have been completed by August 1. The purpose is to assure ample funds for seasonal 
demands as well as to ease the expected $10 billion needs of the Treasury for the 
balance of this year. Bankers received the news with mixed emotions because, while it 
makes possible acquisition of additional earning assets, it may encourage pressure for 
lower rates from present or potential borrowers. 


da SU te SD en A ala 


THE MIDYEAR REPORT OF INSTITUTIONAL INVESTORS MUTUAL FUND, INC., (see page 628) 
which operates a common stock fund for the mutual savings banks of New York State, shows 
a rise of $4.5 million in invested assets during the past six months to a record total 
of $10.5 million. There are now 69 participating institutions, an increase of seven 
Since the end of 1953. Investment policy of avoiding highly speculative stocks remains 
in effect but commitments in six new groups have been added thus far in 1954. 


BOND ISSUES TOTALING $805 MILLION in June broke all records for long-term financing 
by state and local governments, according to the Daily Bond Buyer. The previous monthly 
high was $782 million in May. Revenue bond financing accounted for $421 million of the 
June total, bringing the total for this year to $1,481 million. This represents about 
40% of the aggregate state and local government six months’ total of $3,706 million. 
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"ORDINARILY YOU SHOULD NOT KEEP YOUR WILL in a safe-deposit box" cautions Busi- 
ness Week (June 12 issue) which suggestes as the "best methods Let your lawyer hold 
the will and other instructions to be carried out in event of your death." A prominent 
probate authority, Judge Russell Johnston of Hartford, recently wrote: "...This is 
ordinarily a safe practice where the lawyer is a member of a large firm having a reg- 
ular custodial arrangement .. . but iS not so good where the lawyer operates by himself 
or in a quaSi-partnership . . . probably the most satisfactory procedure (for custody of 
the will) is to lodge it with a corporate fiduciary which may have been named as executor 
or co-executor. This would eliminate the possibility of its being stolen or destroyed 
by someone who might have access to it in the testator's home, which is the least safe 
place to keep it." Banks and lawyers do not charge for such safekeeping. 


RIGHT TO PUBLICIZE AND SOLICIT FIDUCIARY APPOINTMENTS: "Modern competition for busi- 
ness finds advertising one of the most usual and useful of weapons. We cannot believe 
that the incidental power granted to national banks should be construed so narrowly as 
to preclude the use of advertising in any branch of their business. It would require 
some affirmative indication to justify an interpretation that would permit a national | 
bank to engage in a business but gave no right to let the public know about it." ... : 
Such was the language of the Supreme Court of the U.S. in the recent ruling that state 
laws could not restrict use or publicizing of the word "Savings" to mutual savings banks 
or saving and loan companies. It has unique applicability to fiduciaries. In New 
Hampshire the law says: "No trust company, similar corporation or national bank shall 
advertise or circularize the fact that it is authorized to act as executor." The State 
of Washington has a law on its books stating: ". . . and any trust company or other 
corporation whose officers or agents shall . .. personally solicit the appointment of 
Such trust company or other corporation as executor, administrator or guardian shall be 
ineligible for a period of one year thereafter to be appointed executor, administrator 
or guardian in any of the courts of this state." The right of banks to publicize or 
Solicit business for which they are chartered is now clearly recognized by the supreme 
law of the land. This high recognition may well put an end to such statutes as mentioned 
above as well as repeated efforts in other states to prohibit trust advertising. Inci- 
dentally, the results of a public-opinion poll — as to understanding of the word "sav- 
ings" — was a recognized part of the record and indicates that such polls may be of 
increasing importance in court evidence. 
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Fiduciaries Financial Service 





This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate, 
and Interest Trust and Income Tax Records 


Handling of Security Real Estate Management and 
Sales and Purchases Mortgage Servicing 


Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Division, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 













“Twenty Questions © 


COMPARISON OF REVOCABLE AND TESTAMENTARY TRUSTS 


CARL E. STANFORD 


Assistant Cashier, The Ohio National Bank of Columbus 





A graduate of 
Harvard Law School, 
the author practiced 
law in Columbus un- 
til 1952 when he join- 
ed Ohio National’s 
trust department 
where he now spec- 
ializes in estate plan- 
ning, new business. 


res IS BETTER? WHICH Is 
cheaper? Which is more flexible? 
These are questions which are often 
asked by estate owners when their es- 
tates are being planned. Trust officers, 
as well as attorneys, have to answer these 
provocative questions. There is probably 
no standard answer, because every estate 
plan must be tailor-made for each estate 
owner. But as a check-list let us consider 
the twenty questions listed in the table. 








1. Can Executor’s fees be reduced? 


Executor’s fees for ordinary services 
rendered are often set on a percentage 
basis by statute, and fees for extra- 
ordinary services are usually subject to 
the approval of the Probate Court. How- 
ever, assets which are not included in 
the inventory of the probate estate do 
not pass through the hands of the execu- 
tor. Therefore, the executor is usually 
not entitled to any compensation on as- 
sets owned by the trustee of a Revocable 
Living Trust. However, due to the fact 
that assets in the Revocable Living Trust 
are subject to State Inheritance Taxes 
and Federal Estate Taxes, the executor 
may be entitled to some compensation 
for “extraordinary” services rendered in 
filing such tax returns and paying the 
tax due.* Nevertheless, there should be 
some reduction of executor’s fees by 
depositing assets in a Living Trust. 


2. Can Attorney’s fees be reduced? 


Attorney’s fees for legal services ren- 
dered to the executor are also usually 
figured on a percentage basis, and sub- 


*See discussion of recent New Jersey statute on 
“Fee on Non-Probate Assets,” 


this point, Knox, 
Aug. 1952 Trusts AND EsTATEs 556. 
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ject to the approval of the Probate 
Court. To the extent that the attorney 
furnishes legal services in connection 
with the assets in the Living Trust, he 
certainly should be compensated. How- 
ever, if the assets of the Living Trust 
consist of cash and marketable securi- 
ties, it is unlikely that legal problems 
would arise, with the consequent reduc- 
tion of attorney’s fees by depositing as- 
sets in a Revocable Living Trust, rather 
than in a Testamentary Trust. 


3. Can appraisers’ fees be reduced? 


Appraisers’ fees are usually not of 
great consequence, yet such fees can be 
avoided in Living Trusts if the value 
of the assets at the time of the estate 
owner’s death can be ascertained from 
reliable sources by the executor. How- 
ever, if the assets in the Living Trust 
are complex in nature, the executor 
would have to secure competent ap- 


praisers, in order to establish reliable 
values for State Inheritance Tax and 
Federal Estate Tax purposes. 


4. Can interruption of going busi- 
ness be avoided? 


The interruption of a going business 
by the death of the owner may be the 
death of the business as well, unless new 
management can take over at once. If 
the business is a sole proprietorship or 
a partnership, all assets in the business 
must be valued as of the date of death. 
The business may not be able to con- 
tinue, except under the close supervision 
of the Probate Court. The estate owner’s 
will is not final until after the contest 
period has elapsed and the widow has 
made her election whether to take under 
the will or against the will, so no dis- 
tributions can be made until then. If 
there is a contest, distribution may be 
postponed indefinitely. Even in a close 
corporation, the death of the majority 










Questions 





Can attorney’ s fees be reduced? - 
Can appraisers’ fees be reduced? _ 













property? __ 








avoided? 





heritance Taxes? _____. 






REVOCABLE LIVING TRUSTS COMPARED 
WITH TESTAMENTARY TRUSTS 


Can executor’s fees be reduced? _... 


1 
2 
3. 
4. Can interruption of going business be avoided? 
5. Can interruption of family’s support be avoided? - 
6. Can estate owner see trust in operation? ___. 
7. Canestate owner obtain lifetime management of his 
8. Can publicity of trust. provisions ‘be avoided? - 
9. Cancharities be assured of bequests? . 
10. Can ancillary administrations be avoided? . eos 
11. Can publicity of accountings be avoided? - = _ 
12. Can State inheritance taxes on insurance proceeds. be 


13. Can estate owner r be cared for if he ‘becomes incompetent? 
14. Can trustee be beneficiary of life insurance? - 
15. Can estate owner change the trust provisions? ___ 

16. Areassets subject to Federal Estate Taxes? __ 4 
17. Areassets (other than insurance) subject to State In- 


18. Do assets acquire a new y cost basis at death? - ee 
19. Can attacks on dispositive plan be reduced? => 
20. Can estate owner choose state of jurisdiction? ___ 
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stockholder may bring confusion as to 
who shall vote his stock. 


Most of these problems can be avoided 
if the business is already «in the hands 
of the trustee of a Living Trust, rather 
than waiting a year or two after death 
until a Testamentary Trust is estab- 
lished. Such a plan will enable the trus- 
tee to become familiar with the business 
with the assistance of the estate owner 
during his lifetime, so that the business 
can be continued without any interrup- 
tion at his death. 


5. Can interruption of family’s sup- 
port be avoided? 


The family of the estate owner must 
be provided for immediately after his 
death. If all bank accounts are in the 
husband’s sole name, and thus frozen 
upon his death, his wife may be tempor- 
arily without funds. It may take weeks 
to locate the witnesses to the will, offer 
the will for probate, and for the executor 
to qualify. In addition, the widow may 
have to wait a few weeks longer until 
the appraisers are appointed, and de- 
cide on the amount of her allowance. 


All this delay could be avoided by 
providing for the widow and children 
in a Living Trust so that payments can 
be made to them immediately after the 
death of the estate owner. It usually is 
at least six months after death before 
the widow elects to take under the will, 
or against the will, and assets can be 
distributed to a Testamentary Trust. The 
widow may not begin to receive income 
from the Testamentary Trust until a 
year or more after her husband’s death. 


6. Can estate owner see Trust in 
operation? 


Under a Living Trust the estate owner 
can see his trust in operation, whereas 
he will have no such opportunity in 
respect to his Testamentary Trust. He 
and the trustee can thereby discover any 
ambiguities in the Trust Agreement, and 
eliminate them by amendment. If such 
ambiguities are discovered in a Testa- 
mentary Trust, it may be necessary for 
the trustee to ask the Court to construe 
the will in a proceeding which is expen- 
sive, and results in considerable delay 
in the administration of the trust. 


7. Can estate owner obtain lifetime 
management of his property? 


By the creation of a Revocable Living 
Trust assets can be managed by the 
trustee during the lifetime of the estate 
owner. He can keep control over his 
assets In a general way, yet be relieved 
of the details concerning stock rights, 
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Registrants at Second Annual Estate Planning Conference held at The University of 





Mississippi on May 28-29. 





stock warrants, stock dividends, and 
bond maturities. He is thereby free to 
travel, or devote his full time to his 
business or profession. The annual trus- 
tee’s fee will probably be more than off- 
set by the savings in administration ex- 
penses on such assets at the time of his 
death. It is true that management of his 
assets could be obtained by the use of 
an Agency, but an Agency arrangement 
terminates on death and has other limita- 
tions, and the property would still be 
subject to administration expenses be- 
fore the assets can flow into a Testa- 
mentary Trust. 


8. Can publicity of trust provisions 


be avoided? 


Upon the death of an estate owner, 
his will must be filed in the Probate 
Court, where it becomes a public record. 
Newspapers often publish a digest of the 
will, showing the names and amounts 
bequeathed to various beneficiaries. In 
addition, the inventory of the probate 
estate will reveal the appraised values of 
all his assets, including stock in his 
family business. By the use of a Living 
Trust, such bequests and asset values 
can be kept from the eyes of the public. 
It usually is necessary to file a copy of 
the trust agreement with the State In- 
heritance Tax Department, and with the 
with the Federal Estate Tax return, but 
the trust agreement does not become a 
public record. 


9. Can charities be assured of be- 
quests? 


In most states, bequests to benevolent, 
religious or educational institutions in 
a will executed within a certain time 





prior to death, are void or voidable. It 
has been held that provisions for such 
institutions in a Living Trust will be 
considered valid, even if the trust agree- 
ment is signed and the assets delivered 
to the trustee within such restricted pe- 
riod of time before death. (Cleveland 
Trust Co. v. White, 134 Ohio St. 1; City 
Bank Farmers Trust Co. v. Charity Or- 
ganization Society, 238 App. Div. 720, 
265 N. Y. Supp. 267). 


10. Can Ancillary Administration 
be avoided? 


It is now quite common for a person 
to own property in more than one state. 
Upon the death of such a person, ancil- 
lary administration is usually necessary, 
with additional expenses and delays. If 
the property located in the other state 
is to be held in trust, the Testamentary 
Trustee may not be permitted to serve 
in such foreign state, requiring the ap- 
pointment of a trustee with whom the 
family has had no previous contact. An- 
cillary administration can usually be 
avoided by the creation of a Living 
Trust. In the case of real estate, it may 
be necessary to hold legal title in the 
name of an individual, such as a bach- 
elor trust officer, rather than in the name 
of the corporate trustee itself, to avoid 
certain complications connected with 
corporate trustees doing business in 
more than one state. 


11. Can publicity of accountants be 
avoided? 


If a Testamentary Trust is used, pe- 
riodic accountings must be filed in the 
Probate Court. These accountings are 
public records open to anyone who cares 
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to examine them. It is possible by the 
use of a Living Trust to avoid public 
scrutiny of these accountings. The use 
of a Living Trust would be particularly 
desirable where a business is being held 
in trust, so that competitors cannot learn 
the financial secrets of the business. Of 
course, the trustee would furnish pe- 
riodic accountings to the beneficiaries 
of the trust, and remains accountable 
to the court of general jurisdiction in 
the state, rather than in the Probate 
Court, in the event of a dispute. 


12. Can State Inheritance Taxes on 
insurance proceeds be avoided? 


Due to liquidity problems and be- 
cause some estate owners have a great 
deal of life insurance, it is often de- 
sirable to combine the probate assets 
with life insurance proceeds under one 
trust. One way this can be accomplished 
is to make the estate the primary bene- 
ficiary of the life insurance. The execu- 
tor will collect the insurance and turn 
over such proceeds with the decedent’s 
probate assets to the Testamentary Trus- 
tee. A disadvantage of this procedure is 
that the life insurance proceeds then 
become subject to State Inheritance 
Taxes, administration expenses and 
claims of creditors. This disadvantage 
can be overcome by a Living Trust, 
making the trustee the primary bene- 
ficiary of the insurance. At the death of 
the estate owner, the insurance will be 
paid to the trustee who is usually con- 
sidered a “named beneficiary” and, 
therefore, exempt from State Inheritance 
Taxes in most states. Since the insur- 
ance proceeds do not pass through the 
hands of the executor, administration 
expenses are avoided. and the insurance 
is not subject to the claims of creditors. 


13. Can estate owner be cared for 
if he becomes incompetent? 


The fear of becoming incompetent to 
manage one’s financial affairs has 
caused many individuals to create Liv- 
ing Trusts. If the grantor becomes in- 
capacitated or incompetent, the trustee 
can use the trust income to pay medical, 
nursing and hospital bills. Provision can 
also be made for the care of his wife 
and family during this period of in- 
capacity. Agency agreements do not of- 
fer this complete advantage because an 
agent can no longer act after his prin- 
cipal becomes incompetent. In some 
cases agents have been reluctant to take 
any action whatsoever when their prin- 
cipal is on the verge of incompetency 
for fear that their agency powers have 
been automatically terminated. Although 
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WILL-DRAFTING CONTEST WINNERS 


H. Leroy Austin (left), vice president of 
the Security Trust Company, Lexington, Ky., 
presents $100 check to Miss Virginia G. 
Roberson, senior law student at the Uni- 
versity of Kentucky for winning first place 
in a will drafting contest open to law seniors 
and to be sponsored each year by the bank. 
Also receiving awards were Donald Combs 
(second from left), who received $50 award, 
and Joe Lee (right) who received the $25 
award. Judges were three attorneys selected 
by the local Bar Association. Presentation 
was made during “Law Day” luncheon at the 
University. 





such a situation could be partially solved 
by the appointment of a legal guardian, 
families hesitate to take this action be- 
cause of the stigma involved. A Living 
Trust precludes this problem because 
it avoids the publicity of a guardian- 
ship, while affording the most flexible 
care of the estate owner and his prop- 
erty. 


14. Can Trustee be beneficiary of 
life insurance? 


Life insurance companies are reluc- 
tant, and usually refuse, to make death 
benefits payable to a Testamentary Trus- 
tee named in a will of a living person. 
Their theory is that there is no actual 
trust in existence, and may not be until 
some time after the death of the in- 
sured. By the creation of a Living Trust, 
there is a trustee now in existence to 
whom the insurance can be paid. Some 
attorneys believe that there must be at 
least a nominal deposit of cash, to create 
a trust “res,” before there can be a valid 
Living Trust. Insurance companies usual- 
ly request a copy of the trust agreement 
merely to be certain that there is a trust 
created, and that by payment to the 
trustee the insurance company will be 
relieved of all liability to see to the 
application of the proceeds. 


With the insurance proceeds payable 
to it, the trustee of a Living Trust can 
purchase assets from the estate of the 
settlor in order to furnish cash to pay 
debts and succession costs. In this man- 
ner, the executor has a ready, willing 
and able buyer of probate assets at the 
time when such a buyer is needed most. 









Such sales can be made at appraised 
values, thus avoiding forced sales at 
depreciated prices to outsiders. The trus- 
tee is also usually authorized to lend 
money to the executor to pay taxes and 
other succession costs. 


Ordinarily, under a Living Trust 
agreement, there is only one fund dur- 
ing the lifetime of the settlor. However, 
at his death the trustee can be instructed 
to divide the trust assets into two funds. 
One can be designated the “Marital 
Fund,” over which the wife has a gen- 
eral power of appointment, and the 
other the “Residuary Fund.” Thus, when 
the insurance proceeds have been col- 
lected by the trustee, and the probate 
assets have been “poured-over” by the 
executor, the assets can be distributed 
to the respective funds by use of the 
“Marital Deduction Formula,” thus ar- 
ranging for the minimum Federal Estate 
Tax in the combined estates. 


15. Can estate owner change trust 
provisions? 


The provisions of a Revocable Living 
Trust can be changed just as easily as 
adding a codicil to a will. The estate 
owner retains complete control over the 
ultimate disposition of his property dur- 
ing his lifetime. His dispositive plan 
does not become fixed until his death, 
whether he uses a Living Trust, or a 
Testamentary Trust. 


16. Are assets subject to Federal 
Estate Taxes? 


The assets of a Revocable Living 
Trust are subject to the Federal Estate 
Tax, just as they would be if owned by 
the decedent at the time of his death. 
Therefore, there is no special tax ad- 
vantage in creating a Revocable Living 
Trust, rather than a Testamentary Trust. 
However, at any time after the Living 
Trust is created, the settlor could release 
all his rights to income, and rights to 
alter, amend or revoke, and make the 
trust irrevocable from then on. Such 
release might be subject to Federal Gift 
Tax but if he lives three years after 
such time, there would be a conclusive 
presumption against contemplation of 
death and the assets would then escape 
the Federal Estate Tax. 


17. Are assets (other than insur- 
ance) subject to State Inher- 
itance Taxes? 


State Inheritance Taxes cannot be 
avoided by a Revocable Living Trust, 
except to the extent that life insurance 
proceeds will not be taxed if paid to the 
trustee of a Living Trust. As in the case 
of Federal Estate Taxes, if the Living 
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Trust is made irrevocable, it may be 
possible to avoid State Inheritance Taxes 
if it is not held to be a gift in con- 
templation of death. 


18. Do assets acquire new cost basis 
at death? 


Ordinarily, the basis of property ac- 
quired by gift, for the purposes of com- 
puting capital gains, is the cost to the 
donor, while the basis of property ac- 
quired by inheritance is the value at 
the date of death of the person from 
whom the property is inherited. Under 
Section 113 (a) (5) of the Internal 
Revenue Code there is a special pro- 
vision relating to Living Trusts, so that 
property transferred to a Revocable Liv- 
ing Trust will be given a “stepped-up” 
basis at the death of the Settlor. There- 
fore, the advantage of securing a new 


cost basis at death can be obtained by 
the use of either a Revocable Living 
Trust or a Testamentary Trust. 


19. Can attacks on dispositive plan 
be reduced? 


A Revocable Living Trust which has 
been in operation for some period of 
time before the settlor’s death is less 
susceptible to attack on the grounds of 
undue influence or lack of mental capac- 
ity than a will which does not become 
subject to attack until the death of the 
testator. This is particularly important 
where the disposition of the property is 
to those who are not the natural objects 
of his affection. In some states a dis- 
satisfied widow cannot reach any of the 
property in a Living Trust, whereas she 
could take her intestate share of the 


decedent’s probate estate. However, in 
other states, it has been held that the 
surviving spouse cannot be deprived of 
his or her statutory rights by the use of 
a Living Trust. (Merz v. Tower Grove 
Bank and Trust Co., 344 Mo. 1150 
(1939), Bolles v. Toledo Trust Co., 144 
Ohio State 195 (1944). 


20. Can estate owner choose state 
of jurisdiction? 

The validity of a Testamentary Trust 
and its interpretation are normally de- 
termined by the law of the state of testa- 
tor’s domicile so far as personal property 
is concerned and by the law of the 
jurisdiction in which the land is located 
as to real estate. Sometimes, it is dif- 
ficult to determine the decedent’s domi- 
cile, which may result in expensive de- 

(Continued on page 648) 
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J. P. MORGAN & CO. 
INCORPORATED 
NEW YORK 
Condensed Statement of Condition June 30, 1954 
ASSETS 
Cash on Hand and Due from Banks........ $183,647,989.75 
United States Government Securities...... 263,184,597.42 
State and Municipal Bonds and Notes...... 89,467 814.49 
Stock of the Federal Reserve Bank.......... 1,650,000.00 
Other Bonds and Securities (including Shares 
of Morgan Grenfell & Co. Limited and 
Morgan & Cie. Incorporated)........++++++ 8,551 434.75 
Loans and Bills Purchased ............+++00 318 482,421.82 
Accrued Interest, dccounts Receivable, etc... 4,246 ,189.16 
Dene Moe Sooner’ ee 3,000,000.00 
Liability of Customers on Letters 
of Credit and Acceptances..... ipeuesasen 9,317 813.12 
$881 ,548,260.51 
LIABILITIES 
Deposits: U.S. Government $ 73,002,780.12 
All Other...... 685,751,796.24 
Official Checks Outstanding 37 512,957.80  $796,267,534.16 
Accounts Payable, Reserve for Taxes, etc.... 5,753,156.47 
Acceptances Outstanding and Letters of 
Cire TN 5.5 ah Bec nea ees 9,397 852.40 
Capital—250,000 Shares .....cccccceccesccece 25,000 000.00 
DIE socks Serwrrnantitense basta gesakan 30,000 000.00 
UTnGiwided PILI. 06 60:0 600600es ses ctedaneses 15,129,717.48 
$881 548,260.51 
United States Government securities carried at $86,387,937.88 
in the above statement are pledged to qualify for fiduciary powers, 
to secure public monies as required by law, and for other purposes. 
Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 
a 
MORGAN §& CIE. INCORPORATED 
14, Place Vendome, Paris, France 
MORGAN GRENFELL & CO. LIMITED 
> 28, Great Winchester Street, London E. C. 2, England 
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Whither Pensions ?2 





Increased Productivity Key to Rising Retirement Costs 


G. WARFIELD HOBBS, III 


Vice President, The National City Bank of New York; 
Chairman, National Committee on the Aging 


HERE ARE TODAY CLOSE TO 14,000,- 

000 people 65. and over . . . about 
9% of our total population. This is over 
14% of the total eligible voting popula- 
tion. The ratio of older people is in- 
creasing. If they vote as a class they 
will exceed any other group, including 
farm, labor union or religious. Dema- 
gogic abuse of this voting power could 
force upon us Government and State 
security programs ill thought out and 
prohibitively costly. The Government’s 
Social Security program should provide 
only the first basic layer of the security 
cake. It should leave to private enter- 
prise the other layers, and the icing. 


A few figures not so generally known 
will illustrate the magnitude of the fi- 
nancial miracle necessary to provide 
adequate pensions. Today, there are 
over 20,000 private pension and profit- 
sharing plans covering more than 10,- 
000,000 employees, and requiring con- 
tributions in excess of $3,000,000,000 
per annum. That represents only about 
one-sixth of the eligible gainfully em- 
ployed, including the 5,000,000 self-em- 
ployed who presumably before many 
years will be covered in private pensions. 


Vast Sum 


If all 60 million employees were to 
receive pensions at no more than cur- 
rent levels, and the benefits were fully 
funded on an actuarially sound basis, 
the total dollars in such a fund would 
exceed, for example: 1—Total assets of 
all Legal Reserve Life Insurance Com- 
panies ($69 billion); 2—Total market 
value of all Stocks listed on the New 
York Stock Exchange October 31, 1953 
($115 billion); or 3—Total United 
States Government Bonded Debt (now 
$274 billion). The figures would vary 
according to the actuarial assumptions 
used, but even liberal assumptions 
would require more than $20 billion a 


Excerpts from statement before New York State 
Joint Legislative Committee on Problems of the 
Aging. 
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year, and a total fund of over $300 
billion. It does not take a banker to 
realize that the tremendous weight of 
such vast sums, even if they are only a 
little to the right or a little to the 
wrong, can do us collectively a great 
deal of good or harm. 


If several billion dollars a year are 
required for pensions, they can be pro- 
vided in only two ways. First—merely 
by raising the price of goods and ser- 
vices to meet the required dollar 
amount. This method would immediate- 
ly: lower the purchasing power of the 
dollar, and hence the standard of living 
of all of us. It could lead only to a 
repetition of the inflationary race be- 
tween wages and prices. In this race 
none of us is quite sure who won, but 
we all know who lost — those living on 
fixed incomes; and especially hurt are 
our retired citizens, no longer able to 
supplement their shrinking pension val- 
ues. 


Productivity 


Second—we come to the only sound 
method of providing our older workers 
with adequate pensions. We will call it 
the Increased Productivity Method. This 
has no kinship with Russia’s Stakhanov, 
or speed up system. It does not mean 
“Lift that bar, tote that bale” a lot 
faster or else “Old Man River” will land 
you in jail. Irritations arising from 
forced draft operations of obsolete 
equipment are readily understandable, 
and have no part in this proposal. The 
Increased Productivity Method recog- 
nizes the simple fact that if an increas- 
ing number and proportion of older 
workers, retire and stop producing, but 
continue consuming, there will be a 
smaller amount of goods and services 
to divide among the same number of 
people. Irrespective of the number of 
dollars available, this would result in 
a proportionate reduction in the aver- 
age standard of living. There would not 
be as many things to go round. 





Are we, then, at an impasse? Not at 
all. As the widespread adoption of ade- 
quate private pension plans encourages 
the retirement of an increasing propor- 
tion of older workers, the loss in goods 
and services can be replaced in two 
ways. First, modern methods can im- 
prove the capacity of man to turn out 
goods, In several industries the pro- 
ductivity per man hour has improved at 
the rate of between 1% and 3% per 
annum. If this continues, we can foot 
the bill for pensions. 

However, productive progress can 
continue only if Management keeps on 
pouring out vast sums of capital for 
research and plant expansion. Manage- 
ment will and does make such vital 
peace-time expenditures almost directly 
in proportion to the ‘Governmental 
climate of sound fiscal policies and an 
equitable tax structure. 

Management cannot go it alone. 
Labor must play the game with equal 
vigor and intelligence. Labor must en- 
courage every sound advance in pro- 
ductivity. It must resist only the Stak- 
hanov type of increase. Many Labor 
leaders already realize that the security 
they have sought will become a tragic 
delusion if inflation continues, and are 
lining up side by side with Management 
in favor of sound fiscal policies. 


Pension Trusts Aid Industrial 
Expansion 


Another valuable factor in making up 
the lost productivity of retired people 
is the by-product of laying aside trust 
funds from which will be paid future 
dollar pensions. Pension dollar contri- 
butions, from employer or employee, 
are invested in stocks, bonds, and other 
properties. This is the newest, and soon 
will be the largest, investment force in 
the country. Through direct investment; 


or indirectly, by drying up the avail- | 


able supply of old securities, pension 
money is making it easier for companies 
to raise capital for expansion of old 
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corporations, or development of new 
industries. 

It is not all gain, since a fair portion 
of the pension contributions would 
otherwise have been spent for current 
consumption instead of being set aside 
to provide for a retired employee when 
he no longer produces goods and ser- 
vices for himself. Hence, today’s sav- 
ings towards pensions somewhat restrict 
the market for today’s products, but 
when later paid out as pensions should 
tend to support the market for con- 
sumer goods. Nevertheless, sound pen- 
sion funding is a potent factor, and, if 
coupled with the more important factor 
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of a steady increase in the productivity 
of man’s labor, will definitely fill the 
vacuum created by the _ increasing 
number of retirements, without lower- 
ing our standard of living. 


Gradual Approach 


I do not think we can absorb the 
cost by tomorrow. It must be a gradual 
approach, requiring the complete co- 
operation of Management and Labor. It 
must recognize the different potentials 
in whole industries and differences 
among individual companies within 


similar industries. Also, since it costs 
almost one-third less to retire a man at 





70 instead of 65, I believe the majority 
of companies will have to have a flex- 
ible retirement policy. Every means of 
obtaining the greatest utilization of com- 
petent older workers must be studied; 
not for sentimental reasons, but because 
our economy can not yet afford the loss 
of their productivity. 

Provided Management and Labor ac- 
cept and live by the principles of in- 
creased productivity — not only can 
we afford the costs of pensions, and 
other fringe benefits, but we can actu- 
ally increase our economic and moral 
strength—which is the sole defense of 
the free world. 
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Brown BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 
BOSTON 


Statement of Condition, June 30, 1954 


ASSETS 


CASH ON HAND AND DUE FROM BANKS 


UNITED STATES GOVERNMENT SECURITIES . 


STATE, MUNICIPAL AND OTHER 
PUBLIC SECURITIES 


OTHER MARKETABLE SECURITIES . . 
LOANS AND DISCOUNTS . 


CUSTOMERS’ LIABILITY ON ACCEPTANCES . 


Cen ss 6 Se ee 


DEPOsITS 4 


ACCEPTANCES: LEss AMOUNT IN PORTFOLIO . 


ACCRUED INTEREST, EXPENSES, ETC. 
RESERVE FOR CONTINGENCIES . 
CAPITAL 

eee 3 Ss 


As required by law $1,600,000 U.S. Government securities are pledged to secure public deposits. 


Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of the State of New York 
and by the Department of Banking of the Commonwealth of Pennsylvania. Subject to supervision and examination by the Commis- 


sioner of Banks of the Commonwealth of Massachusetts. 


Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 


PHILADELPHIA 


LIABILITIES 


$ 2,000,000.00 
.  12,365,283.54 











. $ 49,936,646.76 
60,029,442.74 








52,836,964.01 
5,407,900.86 
54,574,330.24 
17,076,925.24 
1,389,439.31 
$241,251,649.16 


















. $206,190,048.55 
18,805,776.15 
390,540.92 
1,500,000.00 





14,365,283.54 
$241,251,649.16 

















































SS” Sts 62 © Es Bz sy S82 £5 288 SSE Be 


sas 





SURVEY SHOWS COMPARATIVE, 
DETAILED TRUST COSTS AND INCOME 


Comparable data on profit and loss 
experience in commercial bank trust 
departments, to enable an individual 
bank to compare itself with others of 
similar size in the same state, has been 
obtained this year for the states of New 
Jersey and New York for the first time. 


The survey was undertaken by the 
Federal Reserve Bank of New York in 
conjunction with the New York State 
Bankers Association and the New Jersey 
Bankers Association at the request of 
member banks. Data was sought from 
all the 464 member and non-member 


banks operating trust departments in 
the states of New York and New Jersey.* 


Of the 107 trust departments surveyed 
for 1953, net losses appeared for 56. As 
a percentage of total commissions and 
fees, the losses of unprofitable trust de- 
partments were greater than the profits 

*Banks in Fairfield County, Conn., were includ- 
ed, and the three that submitted data are sum- 
marized with the New York banks. Two mutual 
savings in banks in New Jersey that operate trust 


departments are grouped with the Jersey commer- 
cial banks. 





Table I 


Percentage Distribution of Expense, Income, and Related Items for Commercial Bank Trust Departments 


in New York State and New Jersey, 1953 





97 banks in New Jersey and New York State* outside New York City 


By size of trust department income—total commissions and fees of: 








10 New York City 
bankst 
22 banks reporting 
expense and income 
by type of account 


Item Under $20,000 £20,000 to $49,999 $50,000 to $99,999 $100,000 and over 





Trust departments with 


Trust departments with| Trust departments with|Trust departments with|Trust departments with 


Se Sere. hee Ee ER = 
Net profits) Net losses |Net profits} Net losses |Net profits} Net losses |Net profits} Net losses ||Net profits} Net losses || Corporate 













































































Personal 
Number of banks 26 ' 2A 10 8 5 10 7 7 3 7 22 | 22 
Per cent of total direct expense 
Direct expense: £ 
Salaries and wages i i 
SE £4 Gina 6465405 , 56.0 48.3 42.0 37.9 33.4 35.7 33.9 25.9 18.1 21.7 14.9 26.6 
Employees. ... peinniadp4 15.9 19.8 28.5 29.6 34.0 35.3 40.8 44.1 51.5 47.4 54.7 42.8 
Pensions and retirements..... 3.4 2.2 3.3 3.6 4.3 1.9 3.9 3.4 | 4.5 3.4 3.7 4.0 
Other expenses related to salaries 2.6 2.3 1.8 2.8 3.6 2.9 2.4 3.2 5.6 §.7 5.5 | 4.4 
Occupancy of quarters......... 5.9 7.7 7.0 7.2 7.6 5.7 5.0 6.3 8.8 6.3 8.7 | 5.6 
Furniture and equipment Py eran 1.5 1.9 2.0 1.1 1.6 1.6 1.2 2.0 1.8 1.7 1.9 By 
Stationery, supplies, and postage , 2.0 3.5 2.0 4.3 2.7 2.5 3.4 2.5 _& 2.8 2.3 2.8 
Telephone and telegraph............. 0.6 1.1 Lf £.4 0.8 1.1 1.5 1.3 1.0 1.7 1.5 1.5 
i EE 3.4 5.1 2.2 5.4 5.3 3.0 2.2 2.2 | 0.5 0.7 0.3 1.6 
Legal and professional fees. .... 0.9 0.5 0.3 — 1.3 0.7 0.4 0.7 | 0.6 0.8 | 1.0 0.6 
Periodicals and investment services. 1.7 1.3 3.0 2.9 1.3 2.3 1.0 0.7 0.4 0.8 | 0.2 1.0 
Examinations................. ; 3.8 2.6 2.6 2.3 £7 1.6 0.9 0.8 0.8 0.9 0.5 0.7 
Other direct expense............... ; 2.3 3.7 4.2 1.8 2.4 §.7 3.4 6.9 4.2 6.1 4.9 7.0 
Total direct expense............... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Additions to direct expense: 
Services by other departments......... 0.1 1.3 1.0 BF _ 2.9 9.1 8.9 12.3 28.7 25.6 15.7 
as SER 9.7 10.0 10.1 29.3 10.4 9.1 8.8 14.6 8.0 16.0 13.9 14.0 
Total direct expense plus additions... .. 109.8 111.3 111.1 131.0 110.4 112.0 117.9 123.5 120.3 144.7 139.5 129.7 
Deductions from direct expense: 
Services for other departments........ 
Total trust department expense (net). 





Commissions and fees from: 

















SEN Sa a 46.1 27.6 | 32.8 32.4 38.6 21.0 24.0 
Pension trusts. . Pecieg’s aa . 1.1 0.5 3.1 1.3 0.3 1.2 1.5 
Personal trusts... CORR ee Saal 42.6 56.4 42.0 46.3 41.7 43.7 46.1 
Personal agencies.............. 9.6 10.9 21.6 17.1 15.7 25.1 25.6 
Corporate trusts................ ; — 1.9 0.4 0.8 3.5 0.9 0.5 
Corporate agencies............... 0.6 3.7 0.1 2.1 0.2 8.1 2.3 
Total income from commissions and fees. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
TR GRRE, 9g sivccnidiccsccceccss 62.6 166.4 70.2 123.7 76.2 122.1 69.1 
Net income after direct expense. . ; + 37.4 — 66.4 | + 29.8 — 23.7 | + 23.8 | — 22.1 + 30.9 
Net indirect expense............. ; 3.1 13.0 0.8 35.1 4.8 6.8 11.8 
Net earnings before income taxes... . + 34.3 — 79.4 + 29.0 — 58.8 + 19.0 — 28.9 + 19.1 
Income tax charges or credits(+)..... 10.0 1.8 10.0 | + 4.2 oe —- 8.8 
Trust department net earnings. ..... + 24.3 — 81.2 + 19.0 — 54.6 + 16.3 — 28.9 + 10.3 
Allowed credit for deposits............. 6.3 21.5 9.0 12.2 6.7 22.5 8.5 

Trust department net earnings hemmpeens 

for deposit credits)... . + 30.6 — 59.7 +28.0 — 42.4 + 23.0 — 6.4 + 18.8 
Related items: 
Average rate allowed on deposit credit... .. 1.30 1.80 1.92 2.37 1.88 1.99 1.82 

Dollar amount of total direct expense 

ee us epee 119 261 221 326 257 844 1,270 

Dollar amount of total commissions and 

re 191 157 315 263 338 690 1,839 


Average number of officers and employees: 
Officers—full time................... 
asc 5 wns aes 
Employees—full time............... 
part time. . deena 


— 
veono 


* Includes three banks in Fairfield County, Connecticut. 
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¢ Total expense and income data for eleven other New York City banks that did not report in detail are distributed in Table II. 











































19.1 — 16.1 
3.0 — 3:3 
39.1 _ 39.2 
23.4 -- 41.5 
LZ 30 — 
14.2 70. _ 
100.0 100 100.0 
93.5 98.7 
+ 6.5 + 1.3 
20.2 21.3 
— 13.7 — 20.0 
0.9 + 2.7 

— 14.6 — 17.3 
9 21.0 

+ 3.7 

2.16 

3,999 

4,051 
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of profitable departments in all size 
groups. However, when trust depart- 
ment net earnings are adjusted by the 
addition of “allowed credit for deposits,” 
the combined losses of trust depart- 
ments earning less than $50,000 are con- 


siderably reduced. 


Corporate accounts provided net earn- 
ings of 4.3% of total commissions and 
fees for the 22 banks reporting on this 
item compared with a net loss of 17.3% 
of total commissions and fees incurred 
on personal accounts. The addition of 
allowed credit for deposits raises profits 
on corporate accounts to 27.9% of total 
commissions and fees, while the loss on 
personal accounts is converted to a 
3.7% profit. 


Detailed returns, reported in the July 
Monthly Review, show that these 107 
banks handle a total of 26,600 personal 
trust accounts with $2.8 billion of assets 
and 560 corporate trust accounts with 
outstanding bonds of $2.6 billion, and 


they have 2,070 corporate agency ac- 
counts. The 97 reporting banks outside 
New York City normally handle about 
two thirds of the trust business done by 
banks in their area. 


Among the tables compiled by the 
Federal Reserve Bank, and reproduced 
here for the convenience of our readers, 
Table I includes a section detailing in- 
come and expense by type of trust ac- 
count for 22 banks located in the 
larger cities of the New York Federal 
Reserve District. Ratios are derived from 
aggregate dollar amounts. 


Total direct expense of handling cor- 
porate trust accounts amounted to less 
than 24 of total commissions and fees 
earned on corporate accounts, while the 
same ratio for personal accounts was 
98.7%. Figures in Table I indicate that 
the 97 banks outside New York City had 
total salary, wages and related expenses 
as follows (expressed in terms of per- 
centage of total direct expense) : 


Trust Departments 


with total commis- Profitable Unprofitable 
sions and fees of: Departments Departments 
Under $20,000 77.9 72.6 
$20,000 to $49,999 ____ 75.6 73.9 
$50,000 to $99,999 ____. 75.3 75.8 
$100,000 and over —_. 81.0 76.6 


From this it appears that total per- 
sonnel remuneration was proportionally 
less in the unprofitable departments than 
in the profitable ones. The same holds 
true of the 10 New York City banks that 
reported on this item, with totals of 
79.7% for the profitable and 78.2% for 
the unprofitable departments. These fig- 
ures compare with percentages taken 10 
years ago (T&E 4/43 p.350) of 61.98% 
for fifteen New York City institutions 
anl 63.98% for 17 institutions outside 
of New York City. No breakdown be- 
tween profitable and unprofitable was 
made at that time. 


Data in the current survey from 11 
large New York City banks which 


(Continued on. page 625) 





Table II 


Distribution of Income and Expense on Various Types of Trust Accounts, 


(Ratios in per cent of total commissions and fees 





) 


Handled by Eleven Large New York City Banks, 1953 






































Total per- 
Item sonal and Total Total 
corporate personal Pension Personal Personal corporate | Corporate | Corporate 
accounts accounts Estates trusts trusts agencies accounts trusts agencies 
Number of banks reporting item................ 11 11 1l 11 ll 11 ll 6 6 
NS err 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Total expense—direct and indirect.............. 98.4 102.2 99.7 117.9 98.9 102.3 92.9 Fs 93.6 
Net earnings before income taxes............. 1.6 — 2.2 0.3 — 17.9 1.1 — 2.3 7.2 2.3 6.4 
Income tax charges or credits(+) ................. 1.4 + 0.1 $3 + 5.4 ‘3 + 1.1 a7 1.3 3.5 
Trust department net earnings............... 0.2 — 2.1 | — 2.9 — 12.5 —- 0.1 = .§.9 3.4 1.0 2.9 
Allowed credit for deposits..................... 13.8 13.8* 32.5 13.7 10.5 17.7 13.7 43.2 6.4 
Trust department net earnings (adjusted for 
ME CRIN 8 oor s.ce te tekcabacss tans 14.0 11.7 8.6 1.2 10.4 16.5 17.1 44.2 9.3 
Commissions and fees (thousands)........ $59 , 736 $35 , 406 | $4,086 $3 430 $13,692 $14,198 $24 , 330 $2,1117f $11,603 























* A small amount of deposit credit reported in total for personal accounts was allocated by type, according to the distribution in the other banks. 


t Since income and expense data for corporate trust and corporate agency accounts were reported separately by only six banks, the commissions and fees figures shown 
for these categories will not add to “total corporate account coinmissions and fees”, which includes data from eleven banks. 


Table III 


Average Rates of Return* Earned on Trust Accounts of Different Types and Sizes 


by 94 New York and New Jersey Banks, 1953 











Size of trust department income—total commissions and fees of: 















































; $10,000 $20 , 000 $50,000 | $100 , 000 Total 
Under to to to and 
Type of account $10,000 $19,999 $49 ,999 $99 ,999 | over 
+— 
Average Average Average Average Average Average Average Average Average Average Average Average 
size of rate of size of rate of size of rate of size of rate of size of rate of size of rate of 
accounts return accounts return accounts return accounts return accounts return accounts return 

Estates: y: P 

gg eae $ 32,900 0.04 $ 33,100 1.71 $ 67,100 1.23 $ 75,900 0.77 $ 85,900 0.36 $ 78,500 0.47 

New Jersey......... 36, 100 0.83 38, 100 1.36 40, 200 0.97 67 , 100 0.42 212,700 0.87 87 ,800 0.73 
Personal Trusts: 

ke OS 16,700 0.36 31,200 0.38 41,000 0.31 39,900 0.35 59,100 0.31 47 ,900 0.32 

New Jersey......... 21,800 0.34 46 , 300 0.31 49 ,000 0.45 76,200 0.35 92,900 0.41 72,600 0.39 
Pension Trusts: s 

3 ee 156,900 0.25 76,100 T 332,500 0.14 38 ,600 0.25 282 ,000 0.15 258 ,900 0.15 

New Jeraey........> 36,600 0.02 68 , 400 tT 115,500 0.17 30,300 ° 0.35 73,700 0.02 72,800 0.02 
Personal Agencies: 

>” eee 39,400 0.19 58, 100 0.17 83,700 0.20 35,000 0.40 149,100 0.20 114,400 0.21 

New Jeraey......... 301,600 0.12 63,700 0.26 44,200 0.14 94,000 0.20 _ —_ 75,100 0.19 
Corporate Trusts: 

3. ae 57 , 800 0.06 125,600 0.09 267 , 300 0.08 106 , 500 0.07 534,100 0.07 317,700 0.07 

New Jersey......... 118,900 0.03 _— _ 26 ,600 0.13 993,300 0.08 19,800 0.17 404 ,000 0.08 








* Rates of return represent total commissions and fees as a percentage of the carrying value of trust account assets. See footnotes 4 and 5 to the accompanying text. 
Tt No income shown, banks probably on a ‘‘cash basis”. 
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LIFE INSURANCE AND Girt TAX 


SOME COMMON AND UNCOMMON TRANSACTIONS 


UCH HAS BEEN WRITTEN ABOUT THE 
M income and tax aspects of life in- 
surance transactions, but the Federal 
gift tax phases seem to have been over- 
looked as a major source of discussion. 
Hence the writer will explore certain 
common and uncommon life insurance 
transactions from the latter viewpoint. 


Regulation 108, Sec. 86.2(8) de- 
scribes some insurance transactions 
which constitute taxable gifts. In gen- 
eral, where the insured purchases a 
policy, or pays a premium on a previ- 
ously issued policy on his life, the pro- 
ceeds of which are payable to a benefi- 
ciary other than his estate, and with 
respect to which the insured retains no 
power to revest the economic benefits 
in himself or his estate or to change the 
beneficiaries or their proportionate 
benefits, or if he has retained said rights 
and later releases them, the insured 
has made a gift of the value of the 
policy, or to the extent of the premium, 
even though the right of the assignee 
or beneficiary to benefits is conditioned 
on surviving the insured. 


Policies on Own Life 


Some special situations will next be 
considered. First are transactions invol- 
ving insurance on the life of the donor 
under the following categories: 


1. X purchases a single premium 
paid up policy on his own life payable 
to his three children, all adults. At the 
same time he irrevocably assigns the 
policy to the children. X has made a 
taxable gift to his three children, valued 
in accordance with the principles set out 
below. 


2. Same as above except that X does 
not irrevocably assign the policy to his 
children until five years after date of 
purchase. X has made a gift valued in 
accordance with the principles set out 
below at an amount different from cost.” 


3. X purchases a 20-pay-life insur- 
ance policy on his own life payable to 


1Guggenheim v. Rasquin, 312 U.S. 254 (1941); 
Reg. 108, Sec. 86.2(8). 

*Reg. 108, Sec. 86.2(8); Houston v. Comm., 124 
F. 2d 518 (8rd. Cir. 1941); United States v. Ryer- 
gon, 312 U.S. 260 (1941). 
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his three adult children. Ten years later 
he irrevocably assigns the policy to his 
children, who thereafter pay the premi- 
ums. X has made a gift of the value of 
the policy at date of the irrevocable 
assignment in accordance with princi- 
ples set out below. 


4. X purchases insurance policies on 
his own life, naming his three minor 
children as beneficiaries, with the usual 
incidents of ownership including the 
right to change beneficiaries retained. 
Thereafter X enters into an irrevocable 
trust agreement with a corporate fiduci- 
ary, and assigns the insurance policies 
to the bank under the trust agreement. 
X reserves the right to change the bene- 
ficiaries, or the ratio in which they will 
take. Three years later he amends the 
trust and irrevocably surrenders the 
right to change the beneficiaries or alter 
their interests. X has made a completed 
gift in the year of the surrender, valued 
in accordance with principles set out 
below.* 


Policies on Another 


Next are considered transactions in- 
volving purchase of policies on the life 
of another than the purchaser, or pay- 
ment of premiums on the life of another. 

5. X purchases a paid up policy on 
the life of his married son, whose wife 
is named beneficiary, X retaining none 
of the incidents of ownership. X has 
made a gift valued in accordance with 
the principles set out in Sec. 86.19 (i). 


6. Same as five except that X re- 


®Reg. 108, Secs. 86.2(8) and 86.19(i). 


‘Fletcher Trust Co. v. Comm., 141 F. 2d 86 (2d 
Cir. 1944). 


tains the incidents of ownership. X has 
made no gift until his powers over the 
policy terminate on the death of the 
son or on release of the powers. The 
powers retained are believed to be the 
equivalent of a power of revocation, 
making the gift incomplete until the 
powers are terminated.5 


In Goodman v. Comm.® a somewhat 
different set of facts was involved, but 
the same principles of law were em- 
ployed. The taxpayer created two trusts, 
transferring certain securities and also 
five ordinary life, annual premium poli- 
cies on her husband’s life which she 
had previously taken out and in which 
she was named the beneficiary. The in- 
come from the securities which consti- 
tuted Trust Estate A was to be used to 
pay net annual premiums on policies 
which constituted Trust Estate B, with 
any income above the amount neces- 
sary for that purpose payable to her 
husband. Upon the death of the tax- 
payer’s husband, if the taxpayer sur- 
vived, the proceeds of the policies, 
which would then compose Trust Estate 
B, were to be set apart for the taxpay- 
er’s children. Taxpayer reserved the 
right during her lifetime to revoke the 
trust. The husband died in 1939, the 
taxpayer not having exercised her power 
of revocation. The Commissioner deter- 
mined that the taxpayer had made com- 
pleted gifts in 1939 in the face amount 
of the policies. 


Taxpayer finally conceded in_ the 
appellate court that gifts had been made 
in 1939, but argued that the value of 
the gifts should be the terminal reserve 
value of the policies interpolated to 
date of her husband’s death, or some 
$112,047 compared to the Commission- 
er’s value of some $503,314. The Court 
held that the husband’s death had a 
dual effect, i.e., it simultaneously termi- 
nated the taxpayer’s power to revoke 
the trusts and therefore perfected the 
gifts, and it also matured the policies. 
Accordingly, the value of the gifts was 


5Burnet v. Guggenheim, 288 U.S. 280 (19338). 


®156 F. 2d 218 (2d Cir. 1948). 
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the value of the matured policies with 
some minor additions. 


7. X purchases a 20-pay-life policy 
on the life of his married son, the latter’s 
wife being beneficiary and X retaining 
the incidents of ownership. X has made 
no gift until he releases the retained 
powers, or they terminate on the death 
of his son. The powers retained are 
believed to be at least the equivalent of 
a power of revocation making the gift 
incomplete until the powers are termi- 
nated by death of the insured or re- 
lease.? 

8. Same as seven except that.X re- 
tains none of the incidents of ownership. 
X is believed to have made a gift equal 
to the original cost of the policy and to 
make further gifts as he makes the 
additional premium payments. 


9. Same as seven except that the son 
who is the insured dies while X has the 
incidents of ownership, or in the alter- 
native that the policy matures at the 
end of twenty years and the son’s wife 
draws down the matured proceeds. X in 
either case is believed to have made a 
gift in the year of the son’s death or 
the year of maturity, as the case may 
be, under the logic of the Goodman 


case. 


An interesting variation of the pre- 
ceding situations is found in Grace R. 
Seligmann.’® There taxpayer’s husband 
had assigned in 1935 nine different in- 
surance policies on his life to a bank 
under an irrevocable trust instrument 
in which the settlor renounced all his 
right, title and interest in and to the 
policies and their proceeds. The trustee 
was to collect the proceeds and pay the 
spouse some $1,000 a month for life, 
etc. Two children also had a contingent 
reversionary interest in the trust. Tax- 
payer paid the premiums and interest 
on certain loans to which the policies 
were subject at date of transfer. The 
Commissioner determined a gift tax 
deficiency for 1941, one of the years 
in which payments were made by tax- 
payer. The court held no gift had been 
made since taxpayer had a pecuniary 
interest in the policies and it was greatly 
to her financial advantage that the pre- 
miums be paid, and the policies main- 
tained for their full amount. Further, 
the court held that one cannot make a 
gift to oneself. The effect of the chil- 
dren’s contingent reversionary interest 
was in effect ignored. 





‘Burnet v. Goodman v. 
Comm., n. 6. 
SReg. 108, Sec. 86.19(i). 


°n. 5. 


Guggenheim, n. 5; 


9 T.C. 191 (1947). 


Jury 1954 





A further refinement of the theory 
brought out in this case is noted in 
Gilbert Pleet,1 where the Tax Court 
held that the petitioner had not made 
a taxable gift in paying his share of 
the premiums in view of his substantial 
pecuniary interest in the policies, partic- 
ularly the right to direct the trustee to 
borrow on the policies and pay the pro- 
ceeds to petitioner and his brother. 


Valuation 


Passing to the problem of valuation, 
we note here the results in the above- 
mentioned cases, keyed by number, with 
several additional possibilities. 


1. Insured has made a gift not of the 
cash surrender value but of the premium 
which he paid for the policy.!* The ra- 
tionale of the rule is set out in the cited 
case at page 257: 


ge NS Se But the owner of a fully 
paid life insurance policy has more 
than the mere right to surrender it; 
he had the right to retain it for its 
investment virtues and to receive the 
face amount of the policy upon the 
insured’s death. That these latter 
rights are deemed by purchasers of 
insurance to have substantial value is 
clear from the difference between the 
cost of a single premium policy and 
its immediate or early cash-surrender 
value.” 


2. Insured has made a gift equal to 


117 T.C. 77 (1951). 


Guggenheim v. Rasquin, n. 1; Reg. 108, Sec. 
86.19(i) Example (3). 








the amount which the company would 
charge for a single premium contract of 
the same specified amount on the life 
of a person of the age of insured, or 
simply stated replacement cost at at- 
tained age.’* The rationale of the rule 
is stated in the cited case at page 261: 


pi tatib Cash-surrender value re- 
flects only a part of the value of the 
contracts. The cost of duplicating the 
policies at the date of the gifts is 
in absence of more cogent evidence 
the one criterion which reflects both 
their insurance and investment value.” 


3. Value of the gift is interpolated 
terminal reserve on date of gift, in- 
creased by a pro-rata portion of pre- 
miums paid prior to but covering period 
after gift.14 


4. Value of gift at effective date of 
release of right to change beneficiaries 
is replacement cost at attained age of 
settlor at date of release of right to 
change beneficiaries.’® 


5. Value of gift is cost of the con- 
tract.16 


6. No gift takes place here until re- 
tained powers are released or son dies;1* 
consequently no value is assigned. 


13Reg. 108, Sec. 86.19(i) Example (3); United 
States v. Ryerson, n. 2. 


4Reg. 108, Sec. 86.19(i)—Example (4). 


Fletcher Trust Co. v. 
States v. Ryerson, n. 2. 


16Reg. 108, Sec. 86.19(i)—Example (1). 
Guggenheim, n. 5; Goodman v. 


Comm., n. 4; United 


7Burnet v. 
Comm., n. 6. 


Gordon S. Miller, general agent Massachusetts Mutual Life Insurance Co., discusses working 
of new bank loan plan for assureds with Howard C. Petersen, president, Fidelity-Phila- 
delphia Trust Co. as assistant treasurer Frederick C. Rogers looks on. Discussion took place 
at the bank where the Miller Agency in cooperation with Fidelity sponsored a two-day 
Brokers Forum, the second of a series designed to develop new fields of insurance plan- 
ning and selling. As a result of the first Forum which is believed to be the first of its kind, 
both the members of the general agents insurance fraternity and Fidelity realized a notable 
upsurge in the use of their services by the public — the agents witnessing more sales and 
the bank greater activity in estate planning. A unique development of the first Forum 
is a plan which affords potential policy holders an opportunity to obtain complete and 
adequate coverage by means of an unusual and distinctive bank loan specifically designed 


for the insurance buyer. 
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7. No gift takes place at the date of 
purchase of policy or payment of pre- 
miums; consequently no value is as- 
signed.1® 


8. The gift at date of acquisition of 
policy is valued at cost of policy and 
additional gifts are made as further 
premiums are paid equal to the amount 
of the payments.’® 


9. Same as 7 above except that son 
dies or policy matures before death of 
insured and beneficiary draws down 
matured value: Gift at date of son’s 


Burnet v. Guggenheim, Goodman v. 


supra. 
WReg. 108, Sec. 86.19(i)—Example (1). 


Comm., 
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death is the face amount of the policy 
plus accumulated dividends,” or if pol- 
icy matures before death and is paid to 
beneficiary, the matured value. 


10. Transfer of previously purchased 
ordinary life insurance policies on life 
of settlor irrevocably in funded life in- 
surance trust with no retained powers 
over trust corpus or income or the poli- 
cies (similar to 4 but without the re- 
tained power to change the beneficiar- 
ies): Value of the gifts is the fair market 
value of the securities used to fund the 
trust at date of transfer plus the value 


20Goodman v. Comm., n. 6. 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 
range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Testamentary Trust 
® Living Trust 

® Pension Trust 

®@ Investment Counsel 


® Ancillary Administration 


® Title Guarantee Policies 
® Escrow 

® Registrar 

® Transfer Agent 

®@ Land Trusts 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
*. on all fiduciary matters affecting Illinois property. 


Chicago Title 
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111 West Washington Street 


Chicago 2, Illinois ,*.°,'.°." 
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of the policies determined under the 
rule described in 3 above. 


Variation 


An interesting variation of the rule 
set out in 3 is noted in Estate of Prit- 
chard.* The decedent about thirty days 
prior to his death and for reasons held 
to be in contemplation of death, trans. 
ferred life insurance policies having a 
face amount of about $50,000 to his 
wife for a sum intended to equal the 
cash surrender value of some $10,482. 
The court held that the transfer involved 
a gift, since it was for an inadequate 
consideration, and held the full face 
amount of the policies includible in the 
decedent’s estate for estate tax pur- 
poses. While this case does not directly 
involve the gift tax, there is a possible 
inference that, if a policy is transferred 
shortly before death in a manner simi- 
lar to the facts in the Pritchard case, the 
usual rules of determining gift tax value 
might not apply, but the gift tax value 
might be held to be the face amount of 
the policy. 


A further interesting variation is 
noted in Comm. v. Beck’s Estate.** In 
that case the decedent created in 1935 
an irrevocable funded insurance trust 
by transferring to a trustee securities 
valued at around $172.000 plus seven 
policies of insurance on his life. The 
trust instrument provided that the net 
income of the trust should be applied to 
pay the premiums on the policies. Upon 
decedent’s death, proceeds of the poli- 
cies were to be added to the corpus, and 
the same beneficiaries were to receive 
all income from the trust. Decedent re- 
tained no right to alter, amend or revoke 
the trust, no possibility of reverter, and 
no power over the insurance policies. 


In filing his gift tax return the dece- 
dent reported the value of the securities 
and the value of the policies, but de- 
ducted the presently capitalized value of 
$48,027 of the income necessary to pay 
the insurance premiums during his life 
expectancy, on the theory that he would 
be required to include that income from 
the trust in his net income for income 
tax purposes by virtue of Section 167 
(a) of the Revenue Act of 1935. The 
Court of Appeals held that there was 
no Congressional intent to allow such 
deduction. 


Exclusion Aspects 


The gift tax law grants an exclusion 
for gifts in any one year to any one 


14 TC 204 (1944). 
22129 F. 2d 243 (2d Cir. 1942). 
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donee up to $3,000 where the gift is not 
of a future interest as defined by law. 
The regulation”* states: 

Pare cicevcgr a “Future” interests is a 
legal term, and includes reversions, 
remainders, and other interests or 
estates, whether vested or contingent, 
and whether or not supported by a 
particular interest or estate, which 
are limited to commence in use, pos- 
session or enjoyment at some future 
date or time. The term has no refer- 
ence to such contractual rights as 
exist in a bond, note...... , or in 
a policy of life insurance, the obliga- 
tions of which are to be discharged 
by payment in the future. But a 
future interest or interests in such 
contractual obligations may be cre- 
ated by the limitations contained in a 
trust or other instrument of transfer 
employed in effecting a gift... .” 
Several situations are examined be- 


low in the light of this rule: 


A. Transfer by insured of paid up 
policy on life of insured, without consid- 
eration, irrevocably and with no re- 
tained powers over the policy, to in- 
sured’s adult son: Such transfer is be- 
lieved clearly entitled to the exclusion. 


B. Transfer by insured without con- 
sideration of ordinary life insurance 
policy, not paid up, taken out ten years 
prior to gift, to adult son with no re- 
tained powers over the policy: Such 
transfer is believed entitled to the ex- 
clusion. 

C. Transfer of paid up life insurance 
policies on life of insured without con- 
sideration, having a replacement cost of 
say $45,000, irrevocably in trust for 
benefit of minor children, all proceeds 
and dividends to be collected at settlor’s 
death and held until minor children 
attain age 21. Such transfer is believed 
to be a future interest under the cases** 
by reason of the combination of the 
transfer of the policy with the creation 
of the trust in which the beneficiaries 
do not have a present right to the corpus 
or income. It is interesting to note that 
if a transfer were direct to a minor 
child or children, the exclusion would 
be allowed.?5 


D. Transfer without consideration 
of life insurance policy to two or more 
donees jointly where unanimous consent 
of donees is necessary to action of don- 
ees in connection with the policy. It 
appears that under certain conditions 
| i 

*Reg. 108, See. 86.11. 


*United States v. Pelzer, 312 U.S. 399 (1941); 
Comm. v. Disston, 325 U.S. 442 (1945); Fondren 
v. Comm., 324 U.S. 18 (1945). 


*Sidney R. Baer, 2 T.C. 1267 (1943). 


“See Spyros P. Skouras, 14 T.C. 523, affirmed 
188 F. 2d 831 (2d Cir. 1951); United States v. 
Ryerson, =. & 
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such a transfer may be a gift of a future 
interest with no exclusion allowed.?® In 
the Skouras case the petitioner after 
designating each of his five children as 
primary beneficiaries in certain insur- 
ance policies in the face amount of 
$150,000 and specifying the manner in 
which the proceeds at death were to be 
utilized for the benefit of the named 
beneficiaries, assigned to his five chil- 
dren jointly all remaining rights in all 
the policies. Taxpayer and the Commis- 
sioner agreed that the annual premium 
payments were gifts, but Commissioner 
disallowed any exclusion on the ground 
that joint action required by the five 
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When Los Angeles 
Tapped 

The Sierra 

For Water... 


In 1913, when the Owens 
River Aqueduct was com- 
pleted—bringing life-giving 
water to Los Angeles through 
250 miles of mountains and 
desert—this Bank had been 
conducting a Trust service for 
Southern Californians for a 
decade. 


donees made the annual premium pay- 
ments gifts of future interests. The 
Courts agreed with the Commissioner. 
The Tax Court stated in its opinion at 
page 534: 


wee i se It thus appears that the 
petitioner, by his act in designating 
the beneficiaries as he did and then 
making the assignments to his five 
children jointly, had postponed the 
possession or enjoyment of the rights 
and interests in and to the other poli- 
cies or the proceeds thereof until his 
death or until such time as the chil- 
dren, acting jointly, might change or 
negative the action he had taken.” 


(Continued on page 644) 
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Trust Conference 


FFICIENCY IN HANDLING TRUST AC- 
E counts through sound administra- 
tive principles and procedures, with es- 
pecial emphasis upon use of most ad- 
vanced mechanical methods, is a neces- 
sary goal but personalized service in 
this field must not be neglected in a 
pushbutton world, cautioned Frank M. 
Perley, vice president and trust invest- 
ment officer, American Security and 
Trust Co., Washington, D. C. The fac- 
tors surrounding each individual trust 
account must all be weighed in the in- 
vestment decision; thus a certain se- 
curity might be sold in one list while 
it was retained or purchased in others 
at the same time. 


Mr. Perley sounded another warning 
against excessive record detail regard- 
ing investment decisions which some- 
times appear to serve more as alibis 
than as notations of action. Investment 
theories and involved timing and price 
considerations should be held to a rea- 
sonable norm, although all pertinent 
factors affecting present and future 
status of a company should be weighed. 
There is in the last analysis, he said, 
no mechanical substitute for human 
judgment in investment selection and 
therefore supervision and overall policy 
should be adjusted, to the greatest pos- 
sible degree, to meet the needs of the 
individual account or trustee services 
will fail to meet the growing competi- 
tion from other modern investment 
sources. 


On the subject of trust fees one of 
two decisions must be made, William 
C. Way, vice president of Central Na- 
tional Bank of Cleveland, told the trust 
conference. One can decide that the 
trust department must operate at a 
profit. This means that trust department 
charges must be constantly studied in 
the light of changing economic condi- 
tions; customers should understand that 
adjustments probably would be neces- 
sary in case of violent economic changes; 
Extraordinary services should be re- 
corded, and charged for. Whenever 
possible, the prospective trust customer’s 
other business with the bank should not 
be considered. A constant vigil must be 
kept over expenses, and the cost of per- 
forming trust services must be known. 


*From 52nd annual convention in Los Angeles, 
June 7-11, 1954. For election of officers and pre- 
liminary highlights, see June issue, p. 521. 
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The bank which has a fair knowledge of 
the cost of doing its trust business, Mr. 
Way said, has a decided advantage over 
the bank which has little or no knowl- 
edge in such a situation. That is Deci- 
sion No. 1. 


The other decision is to go along 
without adjusting charges, except down- 
ward to meet competition and obtain 
business regardless of cost. Since the 
Trust function is a part of the over-all 
banking function, the speaker said, there 
is a tendency for bank management to 
consider the Trust Department as a 
feeder for commercial banking business. 
In such a situation, a Trust Department 
is subsidized. 


His own choice would be to make the 
trust department a profitable operation, 
Mr. Way said. With a fair volume of 
business and under the conditions men- 
tioned, it can be done. If the trust func- 
tion is to continue to attract promising 
young men and women to the banking 
business, the Trust Department should 
stand on its own feet. An officer in 
charge of an income producing depart- 
ment, as well as his colleagues in the 
department, wants it to make money, 
and the trust department is an income 
producing department. 


The fundamental duties of the trus- 
tee were outlined by Charles W. Hamil- 
ton, vice president and trust officer of 
the National Bank of Commerce, Hous- 
ton, who enlightened his address with 
illustrations drawn from his own ex- 
perience. He showed how these require- 
ments work out in practice, described 
the changes in the investment programs 
of today as compared with those prior 
to the great depression, and on many 
points cited both the general custom of 
trustees and the particular requirements 
under the statutes of Texas. His address 
is quoted extensively elsewhere in this 
issue. 


Educational Conference 


\ ox AMERICAN INSTITUTE OF BANK- 
ing is conducting studies on bank 
executive development and hopes to 
have the new program ready for intro- 
duction within a year, Dr. Leroy Lewis, 
national educational director of the In- 
stitute, told the Educational Conference. 
Six conferences in various sections al- 
ready have been held, and a national 
conference of bank executives is planned 


to begin formulation of the new pro- 
gram. Bank management is in general 
agreement on these points: 


1. There is immediate need for the 
education and development of bank 
executives in large numbers. 


2. The Institute is the right medi- 
um. 


3. The Institute’s current Gradu- 
ate courses should be considered basic 
to any further program of education 
for executives. 


4. Certain courses or seminars 
should be added. 

5. <A certificate in executive devel- 
opment should be added. 


6. The requirements should be 
high as to admission, content, teach- 
ing, and graduation. 


7. Building such a program should 
be a major concern of Institute man- 
agement, chapter leaders, and bank 
management. 


The Institute has been working since 
1950 on the training of new executives, 
and for beginners its four short courses 
have met with so much success that 
30,000 copies of the textbooks have 
been put into use thus far. 


Business Development and 
Advertising Conference 


HELPFUL, COURTEOUS STAFF IS THE 

most important factor in good rela- 
tions between a bank and its customers, 
David T. Scott, vice president, First Na- 
tional Bank of Boston, said before the 
Business Development and Advertising 
Conference. The large sums of money 
bankers spend to build attractive and 
impressive buildings, obtain modern 
mechanical equipment, and develop ad- 
vertising programs are wasted unless 
they have capable, cheerful, staff mem- 
bers who know their jobs and are ready 
and willing to serve the customers. 


Pointing out that his talk was predi- 
cated on the assumption that banks have 
an advertising and customer relations 
program capable of getting people in 
the front door, Mr. Scott added that 
supplementing an advertising and cus- 
tomer relations program is the ability 
to perform the services which origin- 
ally brought in the customer. Banks 
must make available all the routine ser- 
vices that customers require and be 
flexible enough to produce, if unusual 
requests are made. Most large banks 
have specialized services available at 
all times; and smaller banks, if they 
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choose their city correspondent wisely, 
have them available through that connec- 
tion at a moment’s notice. “Choosing 
and using the right city correspondent 
relationship makes the ‘local’ bank a 
‘city’ bank.” 


The complexities of the banking busi- 
ness, the speaker said, were once ex- 
plained in this manner: “Banking is not 
a complicated business. It is simply the 
pleasant assignment of dealing with 
people and figures. People — on both 
sides of the counter — are as important 
as the figures.” 


An organized plan of staff business 
development is essential to the future 
welfare of a bank, David T. Colby, vice 
president, Boatmen’s National Bank, St. 
Louis, told this session’s audience: 
“Banks of all sizes are continuously 
improving present services and intro- 
ducing new ones on a mutually profit- 
able basis to bank and customer. 


Today most banks and bankers are 
actively engaged in applying the tech- 
niques of successful merchandising to 
capture the public’s favor in the sale 
of their services, having discovered that 
their customers and prospects like this 
approach. 


Bank customers are quick to sense 
seeming neglect or lack of genuine con- 
cern by management for the welfare 
and progress of the bank’s personnel. 
When the bank carries out a constructive 
program to stimulate staff business de- 
velopment responsibility, the customer 
soon learns that special emphasis and 
credit is placed on the value of addi- 
tional business the customer brings be- 
cause of good treatment, extra services, 
or as a result of direct solicitation by 
one of its staff. This knowledge makes 
the acquisition of additional business 
easier. 

The requisites for a well organized 
plan to stimulate business development 
responsibility, the speaker said, include: 

1. Active endorsement by directors. 


2. Complete bank management 
support. 


38. Authoritative organizational 
procedure. 


4. Thorough system of indoctrina- 
tion. 


5. Establishment of rules of pro- 
cedure. 


6. Well defined teamwork proced- 
ure, 


7. Maintenance of records. 


8. Periodic reconciliation of pro- 
gress. 


9. Recognition and awards. 
(Continued) 
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CHARTERED 1853 


United States Crust Company 
of New York 


Statement of Condition 
June 30, 1954 


ASSETS 
Cash and Due from Banks lay 


Loans and Discounts .... . 
United States Government Securities 
State and Municipal Securities 

Other Securities . . . 

Stock of the Federal Stes Bank. 
Real Estate Mortgages . . rie 
Accrued Interest and Other Boccivaldes 
Banking House ... . 


Tee s 6 @ 


$ 27,696,749 
59,946,108 
67,808,807 

7,370,077 
1,492,300 
840,000 
5,412,546 
762,097 
1,400,000 
$172,728,684 


LIABILITIES 


Capital Stock . . $10,000,000 
Surplus Fund . . 18,000,000 
Undivided Profits . 3.832.506 
Total Capital Funds - - $ 31,832,506 
General Reserve . .... . Fee 1,654,761 
PO Pa. OK ; 137,583,473 
Reserved for Taxes, Interest and Expenses 1,269,477 


Unearned Discount . . heed, aoe 8,275 
Dividend Payable July 1, 1954 . 350,000 
Other Liabilities . . . . . 30,192 


pa ee $172,728,684 


Securities carried at $13,109,909 have been pledged to secure public 
deposits and for other purposes as required or permitied by law. 


Board of Trustees 


HOYT AMMIDON ROLAND L. REDMOND 
Trustee, Carter, Ledyard § Milburn 
The Vincent Astor Foundation 

RALPH T. REED 


JAMES H. BREWSTER, JR. President, American Express Company 


Vice-President, 
WALTER N. ROTHSCHILD 


Aetna Life Insurance Company 
G. FORREST BUTTERWORTH President, Abraham § Straus 
JOHN SLOANE 


Cadwalader, Wickersham § Taft 
Chairman of the Board, W. § J. Sloane 


WILLIAM L. CROW 
ere as 

President, William L. Crow ALEXANDER STANDISH 
Chairman, 


Construction Company 
Standish, "Ayer ¢& McKay, Ine. 


HAMILTON HADLEY 
Lawyer 
WILLIAM A. W. STEWART 
Carter, Ledyard § Milburn 


BARKLIE HENRY 
New York 

BENJAMIN STRONG 

President 


CHARLES 8S. McVEIGH 
Morris & McVeigh 
EDWIN S. S. SUNDERLAND 
Davis Polk Wardwell Sunderlang § Kiendl 


AUGUSTUS J. MARTIN 
FREDERICK x Tae, JR. 


Vice-President 
T 
SAMUEL C. PARK, JR. Fer & tree 


J.H. Whitney & Co. 


FRANCIS T. P. PLIMPTON 
Debevoise, Plimpton ¢ McLean Vice-President 


RICHARDSON PRATT HERMAN FRASCH WHITON 
Charles Pratt § Co. New York 


JAMES M. TRENARY 


MEMBER 
FEDERAL RESERVE SYSTEM 
NEW YORK CLEARING HOUSE ASSOCIATION FEDERAL DEPOSIT INSURANCE CORPORATION 
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In fulfilling the bank’s place in its 
community, certain definite obligations 
involve the expenditure of personnel 
time and the investment of the bank’s 
money in the affairs of the community. 
Aggressive bank management has learn- 
ed that a broad, realistic policy regard- 
ing reimbursement of expenses incurred 
by staff members through active mem- 
bership in civic clubs, trade organiza- 
tions, and so forth, has proved sound 
if intelligently vested in representative 
personnel. 


The impelling incentive of greater 
earnings ranks first for many bank 
people, both among officers and _per- 
sonnel, Mr. Colby noted. He listed 
profit-sharing plans, bonus plans, and 
special considerations and awards as 
possibilities for earnings incentives in 
a business development program. Off- 
cial recognition and special promotion 
considerations were also recommended. 


The basic influence for good public 
relations, advertising, and selling effec- 
tiveness is exerted by the sum total of 
the people who work in the bank, Clifton 
Blackman, vice president and director 
of advertising and public relations at 
First National Bank, Dallas, stated in his 
address to the Business Development 
Conference. Nothing sells a bank so 
much as a job well done. It would logic- 
ally follow that those responsible for 
business development, public relations, 
and advertising activities, would want 
to utilize to the fullest this bank-wide 
sales force, and spread public relations 
and sales consciousness throughout the 


COMMITTEES ELECTED BY TRUST 
MAJORS AT GRADUATE SCHOOL 
OF BANKING 


Front row, left t8 right: Carter J. Lynch, Jr., 
56, American National Bank & Trust Co., 
Chattanooga; Thomas H. McGovern, Jr., 
95, Industrial National Bank, Providence; 
Stewart E. McFadden, °56, National Bank of 
Detroit ; ; 

Rear row: Joseph T. Gough, °55, National 
Bank of Commerce, Portland, Me.; Joseph 
F. Tierney, °55, Federal Reserve Bank of 
New York; Gerard K. Sandweg, °55, Mercan- 
tile Trust Company, St. Louis; Lewis W. 
Smith, °55, Irving Trust Co., New York. 
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bank. Employees who are informed 
about advertising and what it is trying 
to do, and are given an opportunity to 
comment and ask questions, can spread 
its effect by having the right answers 
to the questions they are asked outside 


the bank. 


Employees in his own institution are 
kept informed, the speaker said, by 
mimeographed handouts, the employees’ 
magazine, departmental meetings, bulle- 
tin board notices, distribution of tear- 
sheets of advertisements, and by cutting 
a transcription. One transcription which 
told the story of a coming campaign and 
the thinking behind it, was played to 
the directors’ advertising committee, the 
officers, the tellers, and the various 
departments with some official always 
present to make comments and answer 
questions. A _ transcription permits 
sound effects, time to think about what 
you want to say and extraneous stuff 
can be kept out. 


Employees can be put “into the act,” 
Mr. Blackman pointed out, by bringing 
them into the actual planning and exe- 
cution of public relations and advertis- 
ing projects, and by working out mer- 
chandising activities that call for their 
participation, such as modeling for 
brochure illustrations and acting in 
scenes filmed for television. In practice 
they have welcomed this break from 
normal duties, and it has aided in spark- 
ing the spirit of service. 


A chief end is to drive home the name 
of the bank and its virtues so effectively 
that sales resistance is eliminated and 
confidence generated by the time con- 
tacts are made by the development staff. 


The time-cycle for advertising effec- 
tiveness is often long-range, the speaker 
observed. The business development 
department can speed up the time-cycle, 
making the services offered easily avail- 
able to the prospect, and by personal 
contact converting his interest into a sale. 


GSB Graduates 320 — 
53 Trust Majors 


To have real meaning, education 
must be converted into greater useful- 
ness, Everett D. Reese, president of the 
American Bankers Association and of 
Park National Bank of Newark, Ohio, 
told the graduating class of A.B.A.’s 
Graduate School of Banking at Rutgers 
University on June 25. “The A.B.A,, 
the state bankers associations, and other 
organizations can benefit from your aid, 
counsel, and work in helping to make 
a more useful and constructive banking 
system,” Mr. Reese advised the grad- 
uates. 


The 320 members of the graduating 
class are bankers at the officer level 
representing all sections of the United 
States. Total student registration this 
year was 1070, of whom 161 majored 
in Trusts. (See photograph below). 
There were 53 Trust Majors in the grad- 
uating class. 


During the commencement, the Rich- 
ard W. Hill Award — established in 
memory of the late Richard W. Hill, 
first registrar of the G.S.B., to honor 
the oldest member of the graduating 
class for his interest in furthering bank- 
ing education — was presented to James 
W. Rowse, assistant treasurer of the 
Maine Savings Bank, Portland, Maine. 


The permanent officers of the Class of 
1954. are: Robert G. Mullen, assistant 
secretary in the Trust Department at 
Continental Illinois National Bank and 
Trust Co., Chicago, president; Ernest 
F. Stockwell, assistant manager, Berke- 
ley Street Office, First National Bank of 
Boston, secretary; and Warren K. 
Young, comptroller, Denver National 
Bank, class representative on the School’s 
board of regents. 


Students taking the trust major elected 
a committee to represent them at the 
school. They are shown in the photo- 
graph to the left. 


Trust Majors at Graduate School of Banking 
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MILLION DOLLAR ROUND TABLE MEETS 


HE MOST SUCCESSFUL ANNUAL MEET- 
Tine in the 27-year history of the 
Million Dollar Round Table was held 
in Los Angeles June 15-18. George B. 
Byrnes, C.L.U. of New England Mutual 
in New York, was 
elected chairman 
for 1955. Arthur 
F. Priebe, C.L.U., 
Rockford, Ill. was 
elected vice-chair- 
man. The five man 
executive commit- 
tee for the coming § 
year will be’ com- 
prised of G. Nolan Bearden of Beverly 
Hills, retiring chairman; John Kellam, 
C.L.U., New Canaan, Conn.; Howard 
D. Goldman, C.L.U.. of Richmond, Va.; 
Priebe and Byrnes. 


GEORGE B. BYRNES 


Robert C. Gilmore, Jr., president of 
the National Association of Life Under- 
writers, and Clarence E. Manion of 
South Bend, former Dean of the Law 
School at Notre Dame University, were 
the principal speakers. 


The program featured a panel discus- 
sion of pension plans by executives of 
the New England Mutual, a panel on 
basic selling technique by four MDRT 
members, a “room hopping” session and 
a dramatized case study presentation. 
The latter was probably the most out- 
standing feature of the meeting, present- 
ing in dramatized form a complete in- 
dividual estate planning program. 


Participants in the presentation of 
the case included seven principal char- 
acters. John O. Todd, C.L.U., (North- 
western Mutual) of Chicago was nar- 
rator; Joseph Trachtman of New York 
took the part of the attorney; William 
C. Fenniman, trust officer for Phoenix 
State Bank & Trust Co. of Hartford, was 
the trust officer; Mr. Goldman played 
the part of a life underwriter; Robert 
U. Redpath, Jr., C.L.U. (Connecticut 
Mutual) of New York City was the 
pension consultant; Robert J. Lawthers 
(New England Mutual) of Boston por- 
trayed the part of the client; and Vir- 
ginia A. Carroll (New England Mutual) 
of Boston took the part of the client’s 
wife. 


The presentation, thoroughly coached 
and rehearsed, was on a highly profes- 
sional plain. The audience joined in 


developing a solution for the case, and 
results were presented in dramatized 
form as a conclusion to the problem. 
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This was the first time that this type 
of presentation had ever been under- 
taken before an insurance group. Be- 
cause of the highly enthusiastic recep- 
tion accorded the presentation by the 
audience of nearly 500, MDRT execu- 
tives predicted that this format would be 
followed again in future meetings. 


The room hopping session held on the 
second night of the meeting again met 
with success. Twenty-two speakers lo- 
cated in fourteen different rooms each 
discussed a different phase of insurance 
selling. This format for discussing sales 
problems with the outstanding leading 
individuals of the industry was de- 
veloped by the MDRT four years ago 
and has been used successfully each 
year since that time. 


Addressing the opening meeting, Mr. 
Gilmore challenged the proposed Social 
Security Act now before the United 
States Senate as being a modified Town- 
send Plan. He declared that continued 
liberalization of Social Security pay- 
ments will reduce the incentive to save 
and will be detrimental to the entire 
economy. “While maximum payments to 
widows and dependent children are 
being set at $200 per month under the 
proposed bill, this is only a start,” Mr. 
Gilmore said. “Authoritative sources in 
Washington are already saying that a 
movement is under way to ask for an 
increase in the maximum to $250 per 
month next year. 


“This attitude of liberalization is 
growing despite the fact that the present 





CASE STUDY PANEL, Million Dollar Round Table: 





method of operating the system is not 
even on a sound basis today. Each $24 
of social security liability at the present 
time is backed up by only one dollar 
of reserves — and even that one dollar 
is a theoretical one. Despite this, the 
thinking among politicians is that the 
whole system doesn’t go far enough. In- 
stead of taking this attitude, our law- 
makers should be trying to put the sys- 
tem on a sound basis,” he insists. 


Dean Manion, noted authority on 
constitutional law, warned the audience 
that in its present direction, the United 
States is headed for communism. “If the 
Constitution continues to be disregarded 
and disrespected as it has in the past 25 
years, before long private business will 
cease to exist, and we will all be working 
for the government,” he said. The 
speaker urged the insurance men to 
devote a definite portion of their time 
each week for the maintenance of gov- 
ernment power within the states and to 
continually fight concentration of power 
in Washington. 


A total of 1,492, representing 118 
companies, qualified for membership in 
the 1954 Round Table, the largest in 
the organization’s history. Of the total 
number of qualifiers this year, thirteen 
were women. To qualify for member- 
ship, each must sell one million dollars 
of insurance during the previous year. 
Life membership in the organization is 
attained through the sale of one million 
dollars of insurance for three years. A 
unique husband and wife insurance sell- 
ing team — LeRoy and Wilma E. 
Schaefer — qualified for membership 
this year. 





Front row (1. to r.) — Howard 
D. Goldman, Robert J. Lawthers, Virginia Carroll, William C. Fenniman and Joseph 
Trachtman; back row (lI. to r.)—John O. Todd, Francis T. Fenn, Jr., Warren Bacon, 
Laflin C. Jones and George B. Byrnes. 


623 





Estate Planning Council 
Organized in Florida — 
Other Elections 


On June 21 the East Coast Estate 
Planning Council was organized, cover- 
ing the Florida counties of Palm Beach, 
Martin and St. Lucie. Officers chosen for 
the first year are: 

Pres.: Amos E. Jackson, Palm Beach 
attorney 


lst Vice Pres.: A. B. Rittenour, vice 
president & trust officer ,Atlantic Na- 
tional Bank of West Palm Beach 


2d Vice Pres.: Hilburn Himes, CPA, 
West Palm Beach 


Sec-Treas.: W. H. McLaughlin, under- 
writer, Palm Beach 


Other Councils recently named new 
officers for 1954-55: 
San Francisco 

Pres.: Lorin A. Torrey, CPA 

Vice Pres.: Hugh W. Davy, CLU 

Sec.: Samuel Taylor, attorney 

Treas.: Edwin McInnis, vice president, 
Bank of America 
Chicago 

Pres.: Rollin B. Mansfield, ass’t. vice 
president, First National Bank 


Vice Pres.: Raymond B. Anthony, 
Equitable Life of U. S. 


Treas.: John W. Heddens, trust off- 
cer, Continental Illinois National Bank 
& Trust Co. 


Sec.: Harry R. Schultz, Mutual Life 
of New York 
Des Moines 

Pres.: Gregory Brunk, attorney 


Vice Pres.: C. Ream Daughrity, trust 
officer, Iowa-Des Moines National Bank 


Sec.-Treas.: C. B. Knobbe, accountant. 


Rochester 

Pres.: R. Reed George, vice president 
& trust officer, Central Trust Co. 

Vice Pres.: Basil R. Weston, Berkshire 
Life 

Treas.: J. Robert Murray, assistant 
vice president & trust officer, Security 
Trust Co. 


Sec.: Bert Van Horn, New England 
Mutual Life 
Richmond 


Pres.: J. H. Baskerville, vice president 
& trust officer, First & Merchants Na- 
tional Bank 


Vice Pres.: Fred H. Bunnell, CLU, 
New England Mutual Life. 


624 


a 


The first large new office building to be 
constructed in Chicago’s loop in over twenty 
years is planned by Harris Trust and Sav- 
ings Bank in the form of a twenty-story and 
three-basement addition to its present build- 
ing of the same height. Construction work 
is expected to get under way early next year. 
The rear of the new addition at 114-128 
South Clark St. will adjoin the bank’s present 
building at 111-115 West Monroe St., form- 
ing an L-shaped structure. Floors will be 
equalized in the two buildings so that cor- 
ridors will be continuous and present ten- 
ants of the Harris Trust Building will be 
able to expand into the new building. 


Treas.: William J. McDowell, vice 


president & counsel, Virginia Trust Co. 
Sec: Daniel L. Williams, Life of 
Virginia 
a A & 


Correspondence 
(Continued from page 603) 


The mixture of cooperation with inde- 
pendence which your Association en- 
courages is sure to produce many bene- 
fits, such as the timely and forthright 
addresses at the recent convention, and 
the committee studies. Having encour- 
aged the nation-wide Association from 
the first, we welcome any opportunity 
to be helpful. 

Your Editor 


Father of Trust Section 


I have been very much interested in 
your Fiftieth Anniversary issue of 
TRUsTs AND ESTATES as my father was 
Breckinridge Jones. We have the cup 
given to my father as “Father of the 
Trust Company Section.” 


I would like a copy for each of his 
eleven grandchildren. Individual copies 
I see are 60c apiece — so I am enclos- 
ing $6.60 for them. 


Frances Jones Clow 


(Mrs. Kent S. Clow) 
Lake Forest, Ill. 














New England Trust Department 
Net Earnings Decline 6% 
Trust Department net earnings in New 
England banks in the aggregate declined 
by 6% in 1953, according to the June 
Monthly Review of the Federal Reserve 
Bank of Boston. Data based on replies 
from 51 banks giving comparable 1952 
and 1953 information show that trust 
department gross income rose 7% in 
1953, but costs increased by 9%. Despite 
the aggregate decline, 25 banks increased 
trust department net earnings, ten of 
these banks being in Group III (trust 
department gross income between $100,- 


000 and $200,000). 


Fifty-five banks giving 1953 statistics 
held aggregate trust assets of more than 
$6.8 billion and received aggregate trust 
department gross income of $19.6 mil- 
lion. Thirty-six of the 55 reporting 
banks showed a profit on their 1953 trust 
department operations, and the average 
net earnings to gross income ratio was 


5.1%. 

Personnel expenses accounted for 34 
of direct operating costs in the average 
trust department. Total salary and wage 
payments averaged 68.7% of all ex- 
penses before overhead. Aggregate pen- 
sions costs averaged 3.5% of direct 
operating costs. Forty-one of the 55 
reporting banks had expenses for funded 
pension plans, and 22 made direct salary 
payments to retired trust department 
employees. For 48 banks which made 
separate allocations for overhead, this 
item averaged 14.9% of direct operat- 
ing expenses, 

Detailed analyses of personal trust 
activities were reported by 41 banks. 
The average net earnings to gross in- 
come ratio on personal accounts was 
5.2%, and 25 of these banks made 
a profit on this type of business. Eight 
banks reported on corporate trust ac- 
counts, with average net earnings to 
gross income ratio of 15%, and five of 
the eight banks showed a profit. Cor- 
porate trust business, especially if in 
substantial volume, involves a_ high 
degree of mechanization, and a large 
clerical force, the Review stated. 

a a2 6 
Georgen Heads Committee on 
Mid-Continent Trust 
Conference 


Michael A. Georgen, cashier, City Na- 
tional Bank and Trust Co., has been 
named chairman of the Committee on Ar- 
rangements for the 23rd Mid-Continent 
Trust Conference of the Trust Division 
of the American Bankers Association, to 
be held in the Drake Hotel, Chicago, 
November 4 and 5. 
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Calendar of Forthcoming Meetings and Schools 


JULY-AUGUST 
American Bankers Assn. Western 
Regional Trust Conference 
American Bar Assn., Section of Real 
Property, Probate & Trust Law 
Central States Conference School of 
Banking, University of Wisconsin 
Financial Public Relations School, 
Northwestern University 
Pacific Coast School of Banking, 
University of Washington 
Pennsylvania Bankers Assn. Summer 
School, Pennsylvania State Univ. ___ 8/22-27 
Virginia Bankers School, 
UU, oF Vee 


8/23-9/4 


7/26-8/7 


8/23-9/3 


_-----------8/29-9/3 


Statler Hotel, Los Angeles 
Congress Hotel, Chicago 
Madison 

Chicago 

Seattle 

State College 


Charlottesville 


SEPTEMBER-DECEMBER 


American Economic Assn. & 
American Finance Assn. _.. 

American Bankers Assn. 
Mid-Continent Trust Conference ___ 
Annual Convention 


...---------12/27-30 


_11/4-5 
10/17-20 


Detroit 


Drake Hotel, Chicago 
Atlantic City 


9/30-10/3 
9/27-10/1 


Association of Bank Women _.........._ Shamrock Hotel, Houston 


Financial Public Relations Assn. 





Investment Bankers Assn. __.-_--.--__ 

National Assn. of Bank Auditors 
ana Comeiroles 

New York State Bankers Assn. 
Investment Seminar __..................__-_ 
ree ere 

Pennsylvania Bankers Assn. 
Tee eee 

Tennessee Bankers Conference 
University of Tennessee 

Texas Bankers Assn. Bankers Conf., 
University of Texas 





Second National Bank of Houston’s pro- 
posed new building, contract for the con- 
struction of which was recently awarded. 
Cost for building the 24 story skyscraper, 
Houston’s largest office building, will be 


approximately $16,000,000, according to 
Colonel W. B. Bates, Chairman of the Board. 

This will provide greater Houston with 
the first bank facilities to occupy a complete 
tity block. It will be the first building in 
en to be constructed with all aluminum 
Walls, 
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...-10/18-21 


9/10 
10/14-15 


_...12/9-10 


Hotel Statler, Washington 


11/28-12/3 Hollywood Beach Hotel, Fla. 


San Francisco 


Hotel Commodore, New York 
Hotel Syracuse, Syracuse 


Harrisburg 
Knoxille 


Austin 





Cost Survey 


(Continued from page 615) 


handle the larger part of the City’s com- 
mercial bank trust business (see Table 
II) show that these banks made a profit 
in 1953 of 0.2% of gross trust depart- 
ment income. Addition of allowed credit 
for deposits would increase this to $8.3 
million or 14% of total commissions 
and fees. Similarly, after allowing the 
credit for deposits, these banks showed 
adjusted net earnings of 17% of total 
commissions and fees from corporate 
trusts, and 9% to 17% of the fees from 
estates, personal agencies and trusts. 
All categories of personal trust business 
show net earnings after the allowed 
credit for deposits, though the earnings 
rate for pension trusts is only 1.2%. The 
six banks which reported corporate trust 
and agency figures separately had net 
earnings, after credit for deposits, of 
44% of corporate trust fees and 9% of 
corporate agency fees. 





2? Galleries, Ine. 
ESTABLISHED 1916 


9 EAST 59th STREET 
New York 22 © PL 9-3113 


Our services te Banks, 
Jibonneys, Executons, 
Institutions 
and Individuals 


APPRAISALS of personal properties 
of all kinds for inheritance tax, insur- 
ance and other purposes. 

~ 
DISPERSALS through Public Auction, 
Estate effects, Collections or Individ- 
val Pieces in our well located and 
spacious Galleries. 

e 


Auctions also conducted 
on the premises 
. 


Write for Brochure 
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E.P.E&W.A.O'Reily 


Auctioneers & Appraisers 


eee es es ee eS i ei ee we eae ee 












OUR TRUST DEPARTMENT 


offers you a complete 
personal and corporate 
trust service in 


Maryland. 


BALTIMORE 
NATIONAL 
BANK 


Member Federal Deposit Insurance Corperation 
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Every minute, day in day out, 1,200,000 cubic feet of natural gas are pushed 


through pipe lines by the 220,000 horsepower in our booster stations. 
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PROFESSIONALAINVEST ORS 


~« Funds index .. 


Sidelights . . 


Raits REVITALIZED 


The railroads, after a decade and a 
half of large-scale bankruptcy, have be- 
come revitalized. It is true that they 
carry only about 60% of the freight of 
the country and are giving up their 
_ passenger business little by little, yet the 
' 60% in units and dollars is a great 
' deal more than ever before and the 
trucks, now grown to a large industry, 
have their problems of labor, regulation 
and rates and are complaining, man 
bites dog, of unfair competition from 
the rails. Railroad technology and bud- 
_ getary control have improved enormous- 
ly and, leaving aside the low interest 
equipment obligations, the industry has 
a funded debt of only $6.5 billion, which 
is one of the few areas of economy where 
there has been drastic debt contraction. 
If the eastern roads, which seem to con- 
stitute a fixation in investors’ eyes, are 
tossed out, the improvement in the rail- 
road systems of the rest of the country 
has been even more remarkable. 


Many of the railroad companies now 
have strong capitalizations, good earn- 
ing power, pay out dividends which can 
and should increase, particularly with 
capital expenditures flattening out and 
declining, and again with gross na- 
tional product where it is and where it 
is apt to go as the years go by, they 
should be revalued. Instead of an Atchi- 
son and a Union Pacific, we should end 
up with a dozen or more of similar 
caliber. There can be a strong upturn 
in the shares before they become con- 
ventional and relatively dull, although 
I suppose the nature of the operation 
itself will always add some excitement 
here and there. 


In the area of capitalizations, there 
is still a great deal to be done in elim- 
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. Trade Winds ... Memos. . 


inating unnecessary preferreds and re- 
placing them with fixed debenture issues, 
since the debt can be considered too low 
in relation to the nature of the assets 
and corporate taxes. All of this is again 
exclusive of eastern roads where a lot 
of things are wrong and plant on bal- 
ance may still be excessive. 


ARMAND G. Enrpr, 
CARL M. LOEB, RHOADES & CO. 


St. LAWRENCE SEAWAY 


Although the long-term potentials in 
the St. Lawrence Seaway project are 
difficult to appraise and it will be years 
before the full implications have their 
impact, not so difficult to evaluate are 
the near-term developments in the com- 
panies expected to play an important 
part in its construction. Railroads, 
cement manufacturers, dredging, engi- 
neering, banking, lumber, steel and non- 
ferrous metal companies will all benefit 
to varying degrees depending on geo- 
graphical location. 


A highly significant development 
scheduled for July in the overall de- 
velopment of the Seaway is the $600 
million St. Lawrence River Project ap- 
proved by the Federal Power Commis- 
sion in 1953. Final legal obstacles were 
overcome on June 8 when the Supreme 
Court overruled objections to the plan. 
Subject to financing arrangements, con- 
struction of the power project is sched- 
uled to begin around July 1. 


Millions of barrels of cement, thou- 
sands of tons of structural and reinforc- 
ing steels, copper and other materials 
will go into this project alone, to be 
followed by additional vast tonnages to 
complete the Seaway and the hundreds 
of Lake ports and terminals required to 
service deep water vessels entering the 
Great Lakes. Due to demand for ma- 
terials, New York Central Railroad and 
Delaware & Hudson Railroad will be 
early beneficiaries but later casualties 
from the longer-range competitive threat 
of the Seaway. Rutland Railway, on the 
other hand, should be a long-range as 
well as a short-range beneficiary as 
cheap electric power in the area served 
should result in greater industrializa- 
tion and diversity of freight traffic in 
the future. Heavier items such as cement 
move economically within distances of 
not much over 300 miles and thus com- 
panies having plants located within this 


. Porttolio Studies . 


DIGEST 


. Reports 


radius will stand to benefit to the great- 
est extent. Dredging and engineéring 
are of such proportions that most of the 
major companies should come in for at 
least a share of the development 
FRANCIS I. DUPONT & CO. 


Om Statistics LEss CHEERFUL 


The outlook for the oil industry is 
not as favorable as heretofore, for the 
following reasons: 

1. Failure of demand to increase as 
expected. May about equalled the 
same month a year ago. 

Decreased wholesale prices, nar- 
rowing profit margins for refiners. 
Excess refining capacity, estimated 
at around 1,250,000 barrels a day. 
Increased imports and large stocks 
above ground, exerting at least 
some pressure on crude oil quota- 
tions. Large discoveries in recent 
years such as those in the Willis- 
ton Basin, Western Canada and the 
Middle East, assure ample supplies. 
The intention of the Federal Power 
Commission to study the “escala- 
tion” and “favored nation” clauses 
now included in almost all natural 


gas contracts. 
J. H. ALien, 
COHU & CO. 


Bonps Firm oN Money EAsE 

The reduction in reserve ratios was 
reflected in the bond markets but most 
noticeably in the Government and muni- 
cipal divisions. Intermediate and long 
Government maturities found enlarged 
demand from commercial banks as well 
as other institutional sources, such as 
public employee retirement funds. Al- 
though several large industrial offerings 
are slated for the latter part of July, the 
peak of overall borrowing is generally 
considered past and a more buoyant 
mood prevails in bond circles. 

Possibly the timing of the Reserve 
Board coincided psychologically with the 
successful offering of the New York State 
Thruways to cheer up the municipal sec- 
tor especially. In any event, greater con- 
fidence reigns in this area and inven- 
tories are reported to have been worked 
down appreciably over the past few 
weeks at satisfactory prices. While the 
prospect of large borrowings to fill en- 
larged service requirements for a grow- 
ing public continues unchanged, the 
current breathing spell may prove most 
salutary. 
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“PHENOMENAL” 


The action of the stock market since 
September 1953 is too well known to 
readers of this column to detail but it 
does appear pertinent to observe that 
this performance probably deserves the 
term “phenomenal” if one considers the 
extent of the advance—some 85 points 
in the industrial average at this writ- 
ing, the extreme selectivity, the absence 
of speculative excesses, the predomin- 
antly cash basis of the trading and all 
this in the face of receding business 
barometers. It is safe to say that it would 
have been impossible in the good-old, 
bad-old days before the SEC and even 
now it has some oldtimers shaking their 


heads. 


Periods of hesitation or correction 
have been of short duration and the 
sharp declines of June 8-9, with in- 
creased volume and late tape, were met 
with a flood of buying which again 
moved the pre-July Fourth averages 
around their highs. Street consensus re- 
mains bullish, as is always the case when 
prices are rising, but there has been a 
recent increase in the number of con- 
servatives among institutional managers 
who recognize that such sharp advances 
as the 151% point upsurge in DuPont on 
June 28 may well indicate that some 
quotations are perhaps vulnerable to 
the unexpected. Business-wise, about the 
best that one can say at this time is that 
some indicators point to a slowing down 
of the decline and even some slight edg- 
ing upward here and there, but whether 
this has meaning for the longer term is 
as yet undemonstrable. Hence, the money 
manager with new funds in hand is in- 
clined to be quite wary and ultra selec- 
tive, especially if he feels constrained to 
limit commitments to the highest grade 


group. 
New York Lecau List Expanps 
With the addition of $2.1 billion in 
corporate bonds, the New York State 
Banking Department now lists a record 
high of over $26.4 billion in this 


category available for savings bank in- 
vestment, according to a new compila- 
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tion by this agency. This total is repre- 
sented, in order of importance, by the 
obligations of 148 electric and gas com- 
panies, 62 railroads, 21 telephone com- 
panies, 35 industrial companies and two 
financial institutions. As recently as ten 
years ago the total of corporate issues 
was $8.6 billion. 


Obligations of Puerto Rico have been 
included as are guaranteed U. S. dollar 
Canadian provincial bonds whose direct 
dollar issues have been eligible since 
1947. Another feature is the inclusion 
for the first time of certain municipal 
revenue issues providing water, gas, elec- 
tric or sewerage facilities for popula- 
tions of 100,000 or more. This category 
now stands at $678 million with pros- 
pects of further enlargement in later 
lists. 


June Stock-Bonp MARKETS ACTIVE 


Both stock and bond actvity on the 
New York Stock Exchange during the 
past month was the best since 1950, 
the stock volume of 42.2 million shares 
contrasting with 45.6 million in the 
earlier year. No other June since 1935 
has equalled this volume and 1945 with 
41.3 million is the only other month in 
which the 40 million mark has been 
exceeded in this period. The six-month 
total of 238.8 million is the largest since 
1951 which rolled up 247.2 million. 


In contrast to the upward trend in 
stock trading, the decline in importance 
of the bond market on the floor is shown 
by the June volume of $77.8 million. 
While this is the best June since 1950, it 
pales against the more than $263 mil- 
lion in the 1935 month. This approxi- 
mately 70% shrinkage is also reflected 
in the 1954 six months totals of $468 
million against $1,675 million in the 
first half of 1935. 


The convenience of trading large 
blocks of bonds at net prices off the 
board has fostered the growth of this 
practice, with the reverse effect upon the 
listed markets. It would appear that 
the Exchange authorities in their efforts 
to maintain the services of the market at 


greatest efficiency have plenty of room 
for some strenuous work in this area as 
well as along the lines of development 
of stock volume. 


Savincs Bank Stock Funp Tops 
$10 Mittion Mark 


Shareholders of the Institutional In- 
vestors Mutual Fund, Inc. were able to 
announce as of June 30th a new record 
in total invested assets of $10.5 million, 
due to a combination of new share- 
holders and unrealized portfolio appre- 
ciation. Since last reported here * the 
Fund has increased its assets by approxi- 
mately $4.5 million and seven more 
institutions have purchased shares, rais- 
ing its total to 69 out of the 130 mutual 
savings banks in New York State, to 
which group participation is restricted. 


The operation of the Fund has resulted 
in a midyear unrealized appreciation 
over book values of $1.2 million or 
12.8%, and returns an average yield on 
book values of 5.26% at current divi- 
dend rates as compared with 5.01% one 
year ago. This performance should con- 
vince savings bankers that even the 
restricted permissive powers granted 
the banks for equity investment can be 
helpful in assisting surplus growth to 
cope with rising deposit totals. 


An examination of the Fund port- 
folio indicates overall continuation of 
previous investment policy but commit- 
ments in six new groups have been made, 
namely, aircraft manufacturing, auto- 
mobile and accessory, electrical equip- 
ment, machinery, railroads and steels. 
Within the previously reported group- 
ings, changes were few, such as one 
deletion in the drugs, one switch in the 
retail category and one tobacco company 
elimination. However, the total holdings 
in the last named and recently somewhat- 
heavily liquidated industry, now total 
12,500 shares with a value of $411,500 
at statement date, against 11,000 shares 
and nearly $470,000 total six months 
earlier. However, because of the larger 
total assets, the tobacco percentage of 
the portfolio has declined by nearly 50% 
from the end of 1953. Utilities and oils 
again lead the investment parade, fol- 
lowed by the chemicals, foods, retail 
trade and finance companies. 


Detailed figures on the portfolio are 
shown in the table opposite. 
Lire Companies Favor UTILities 


The life companies of the United 
States invested $5,124 million during 


(Continued on page 642) 
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) the o—e ©  §60 Notional Steel Core, — 25,750 bonds. Don’t forget, 3% money takes 
pany (16.95%) $1,789,301 * 1,000 U. S. Steel Corp. 49,000 about 24 years to double itself, but 
lings ELECTRICAL EQUIPMENT en only 14 years for 5% money, and 

a3 ”” 
_ : 3,000 — ae ie gp $ 138,000 . (1.047%) $ 109,625 only 12 years for 6% money. 
tota 1,200 Westinghouse Electric ____.. 87,300 ELEPHONE 
500 —— _ 1,000 American Tel. & Tel. __$ 166875 | . 1° US that seemed 00 be 2 pretty com: 

, (2.13%) $ 225,300 clusive defense for letting common 
we a (1.58%) —_ play some part in institutional 

ortfolios. 

i 3,200 Beneficial Loan Corp. $ 138,400 Tosacco P 
rect manel I Mr. John Sulli 
- a 6,200 ee 4 Financial Corp. . 230,950 2,600 American Tobacco Co. _____ $ 144,625 f you agree, Mir. Jo n culllvan — 
50% 5,000 Commercial Credit 196,250 5,800 Lorillerd (P.) Co. ____ 125,425 our partner in charge—will be happy 
oil ae 4,100 R. J. Reynolds Tebacco “B” 141,450 | to consult with you— in confidence 

7 (5.36%) $ 565,600 of course. 

Tol F j ‘ ‘ 
-etail yy ; (3.907%) $ 411,500 Simply address him at — 

2,800 American Chicle $ 169,400 MISCELLANEOUS 

2,000 Borden _...___ 127,250 Department J-72 

2 300 rte “ot iia 164.450 6,000 General American Transp. $ 321,000 3 7 
) are 2,400 National Dairy —.__. 173,700 Sa : 

2,600 Sunshine Biscuits 206,700 (3.0476) MERRILL LYNCH, 
, (7.97%) $ 941,500 711.000 Total Common Siege aay ns | PIERCE, FENNER & BEANE 

° ‘oO 
nited + ee $300,000 U. S. Treasury 174% Notes 70 Pine Street, New York 5, N. Y. 
wie) ew Oke y ae . due 2/15/59 (2.86%) $ 301,406 Offices in 106 Cities 
_ ve og : Total Investment Value ____ $10,504,831 


F< 


Invest —for the better things in li 





(1.47%) 155,200 *New commitments since last reported. 
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—— UTILITY ISSUES RAN SECOND ties. 
only to United States Government 

securities in the bond holdings of 105 
discretionary-type Common Trust Funds 
which had been established long enough 
to make annual reports in 1953. The 
total amount of bonds held — at the 
market value of the various annual re- 
port dates — was $396,424,759 of which 
$240 million was in U. S. Government 
issues and $60.8 million in public utili- 





U. S. GOvERNMENT 


U. S. Savings “G” 2%% 
Various Maturities — .... 59 








VU. S. “Savings “K” 2.76%. 
pe ae ee ee —— 
EE a ee See 3 
U. S. Treasury Bills 
hE 
(SS Re 2 





VU. S. Treasury Notes 
1%% 55 -.- a a, 
BE TE. gishesnticiadncinieniioneiiie 
Se seictemagieidlcitie 
Tax Antic. Cert. “2% “64 aa 
U. S. Treas. Cert. Indebt. 
2% 53 
aS pS Se oe 
2% 54 iciabaisisnnteaigtes 
wv. &. Treasury Bonds 
1 %% 55 : 





pore 


ower 


1 

I SS ee 
SIE ceceticiemtnsalbnanincciiticatomninimneemnacined 1 
II Th vicheiscieninsibiecintenneibondnnincaese a 
2 54-52 Scinatds Sy 
CE ee | 
2% 53 silicate entiedioniny 
eee in oe 
ES 
2% 69-66 _..._____ eet) 
2% 62-59 7 
0 

3 

2 

2 





2% 58 - ‘ 
SII cesdeperdhscisrssneireneseiorsiochersaensioen 
2% 58 

2% 
2% 
2% 
2% 
2% 
2% 
2% 
2% 
2% 
3% 


FEDERAL AGENCIES 


Cons. Fed. Farm 2% 56 _....... 1 
Fed. Inter. Credit Bank 
Ah, es ies a 
EE SE 1 a 1 
Federal Land Banks 
9 ae iiomeiand”: ae 
Internat’l. Bank for ‘R&D > 
SINE eS ER 











($24.4 million), 


million ). 


Industrial bonds were next with 
$43 million, followed by transportation 
and financial 


This dollar value analysis of discre- 
tionary common trust fund bond hold- 
ings — undertaken by Trusts AND Es- 
TATES, and the first of its kind — shows 
that of the $240 million in Government 
securities $129 million was in 
bonds and $102 million in Treasury 


BONDS IN COMMON TRUST FUNDS 


bonds, with $4.5 million of certificates 
of indebtedness. $1.8 million of “K” 
bonds, $1.5 million of treasury bills. 


($15.3 


$806,000 of treasury notes and $81,000 


“CG” bonds. 


ISSUES WITH NUMBER OF FUNDS HOLDING 


fear ee eS 1 


State & Loca 


Carlisle Area Joint School Auth. 
Cumberland Co., Pa., 

Ss ) ae 

Cent. Jt. Mun. Sch. Auth. York 








a a ees 1 
Chambersburg Area Jt. Auth., 

Franklin Co., Pa., Rev. 3% 85 1 
Chic. Transit Auth. 3% 67 —.... 1 
Delaware River Ext. 3 82 1 
Delaware River Port Auth. 

84%% 73 -— RO ee oe ee ee 1 

cf se oe 
Fayette Co., Pa. “Housing ‘Auth. 

eR eres 1 
Georgia School Bldg. Auth. 

CS een 1 

3.70 . cea ae 

3.70 se Te 1 
Haverford Sch. Dist. Auth. 

8% 83 aes. ae 
Los Angeles School ‘Dist. 

a 1 

38% . xe ee 

38% 17 1 

8% 78 1 
Ohio T’pike Comm. Rev. Proj. 

/ MOS een 1 
Parkland Sch. Dist. Auth. Lehigh 

Ca. Pa. Rev. Fh CO ———_. 1 


Penna. Gen. State Auth. 3% 77— 1 
Penna. Turnpike Rev. 


i eer ee 
3% Ref. & Ext. 88 ade a 
2.90 West. Ext. 88 — 2 
Springfield Sch. Dist. Auth., ~ Mont- 
gomery Co., Pa. 3% 88 ....._ 1 


State of Washington Motor Vehicle 
Fuel Tax Rev. 





38%% 71 1 
3% 72 1 
3% 73 1 
Washington Co., Pa., Housing Auth. 
2%% 838 ——..—. eateetes 1 
Be ME. .ctsacaasasespihaaaiamnnnenninanaieinnioces 1 


Washington—E. Wash. Jt. Auth. 
Wash. Co., Pa., Sewer Rev. 4.20 











- odehtiidelinatciaeds: — 
Williamport | ‘San. ” Auth., “Lycoming 
Co., Pa., Sewer Rev. 3% 92 — 1 

CANADIAN 

Dominion of Canada 

3% 66 5 hoeianiensdiatiantiniianidliait 1 

3% ae eee Se 

LS ee ae acer ae 
British Columbia 

3% 176-61 ne 

ECE See ne ee 2 
Nova Scotia 

ss. 78 . ............. iddadebietabed. ae 

3% 64 i 1 
Ontario 

5, ee ee 2 

= aa 3 

a Oe ee 1 

ee” De helene 














5% TIN --tenicnathcaieenh uedasenidadbabdamadnatneasiaial 1 
ES Re | 
Saskatchewan 

ky erence 

4 73 ee 

4% 60 1 
Montreal Transp. Comm. 4% 73 1 
City of Montreal 2% 56 — 1 
City of Toronto 

3 1 

3 1 

3% 1 

FINANCIAL 
Amer. Inv. Co. of Ill. Notes 

OF) Sd acres oh A 
Associates Inv. Co. 33% “62 ‘ile 18 
Beneficial Loan 

2% % /0 61 coccnncusnceudsceuscsuseusarenenssnseaee 2 

4% TI < chacsicialileaaiacietociniiiciieianailinaabeins 8 
Commercial Credit 

oe See oe UN «6 

Notes 2% a 1 

Notes 2%4 55 a 

Notes 24 Re Se 

Notes 3%4 — ES 

Notes 3% —— Se 14 

Jr. Subord. note 3% ae 


C.1.T. Financial 
25%% 59 -.. 
Notes 3 57 
Notes 3% ro 
Notes 342 5 
Notes 4 - arena 

Family Finance Note 23, BA B4 ne 1 

General Motors Acceptance 
























; ee, ee 1 

BS  seiiccde te iehaiesieeteaenncichaiiaieniin 19 

4 58 ee ee NE Ie 43 
Household Finance 

2% 4 % Sa een 1 

3% TE” ‘cireneinansesiiaaianmaieiakbunaaiaintipags 3 

4% Saiki 3 
Pacific Finance 4 ‘59 poet =a 
Selected Industries 2% 61 - avaabaned 1 
Traders Finance 4% 67 —......... 1 
Tri-Continental 2% 61 -—--.... 1 

INDUSTRIAL 

Allied Chem. & Dye 3% 78 36 
Allis-Chalmers 2 56 —............ 2 
Alum. Co. of Amer. 3% 64. _.. 21 
Alum. Co. of Can. 3% 70 -...... 6 
American Tobacco 

3% 62 

3 69 - isis 

83%% T7 ----- a cules 
Anheuser-Busch 3% 7 Pt tn ree Se 1 
Argus notes 3% 57 —...________ 1 
Ashland Oi: Refining 

gf Ee eee eee 1 

3 70 2 

|) “ ee 
Atlantic Refining 2% 66. eae 5 
Bethlehem Steel 

aa 

2% . oe 

3 a ae 
Borden 2% 81 — a 
Bristol Myers 3 68 _— | 
Brown Shoe 3% 71 — ~~... 2 
Burroughs Add. Mach. 3% 77 — 5 


in tax anticipation certificates. In addi- 
tion, the funds held $5.8 million of U. 

Government agencies’ 
other $5 million of State and local gov- 
ernments, and $1.6 million of Canadian 


obligations, an- 


(Continued on page 635) 



























a &. & oe . = 
Caterpillar Tractor 2 56 2 
Celanese 

SR eee ae ee ee 5 

3le 76 inthe 4 
Celotex 3% 60 1 
Champion Pap. & Fib. 3 65 __. 2 
Cities Geeviese 377 WH ..... 6 
City Ice & Fuel 2% 66 _. 1 
Consol. Cigar 3% 65 _............. 2 
Continental Baking 3 65 _. 4 
Continental Can 

3% 65 1 

3%, 76 2 
Crane 3% 77 - 2 
Deere & Co. 

234% 65 Ra 

a, ene ee ee ee ws» & 
Diamond Alkali a 
Dow Chemical 

A OE. carn cee Set 1 

2 ff  & eee 21 
Ekco Products 4 73 2 
Fairbanks Morse 2% 67 —....... 1 
Firestone Tire & Rubber 

3% 61 5 

3% 77 § 
Food Fair Stores 

3% 65 2 

4% 73 mS 5 
Food Mach. & ‘Chem. 2% ou 2 
General Foods 3% 76 —........... 6 
General Motors 3%, eS 
(B.F.) Goodrich 2% 65 000... 3 
Heyden Chem. 2% 62 1 


Hollingsworth & Whitney 3% 69 2 
Houdaille-Hershey 3 60 _......--..._ 1 





Husky Oil & Ref. 5% 62 _... 1 
Inland Steel 3% 72 ___ a 
Internat. Min. & Chem. 3.65 "7. 
I ge ecceesicies 4 
Lehigh Coal & Nav. 3% 70 _.... 1 
Lit Bros. subord. 4 70 —_.. 1 
P. Lorillard 3% 63 5 
3 ees 3 
334 78 2 cee SeeESeeneREneDEOIS — 9 
Mathieson Chem. sub. 4% 87 _. 3 
May Dept. Stores 
Te NE Se icccicdctnianesnsas 2 
Ee ee ee 1 
McKesson & Robbins 3% 73 _. 1 
McWane Cast Iron Pipe 5 56 —. 1 
Mead 3 66 ___. . 2 
Minneapolis- Honeywell “3. 10 "72. = % 
Minn. Min. & Mfg. 2% 67 1 
TS, <n 3 
pe eee 1 


National Container 4% 66 _.... 2 
National Dairy Products 


3% 76 = 
National Distillers 3% 714 - ea a 
National Steel 3% 82 — 
Peabody Coal 4% 72 — ..-...... 
Phillips Petroleum 

23%4% 64 








i 2 eee: 
Pillsbury Mills 3% 72 
Pitts. Coke & Chem. 3% 64 —-- 3 
Pitts. Plate Glass 3 67 —..._. 12 
Ralston Purina 
haa ee a 


TRUSTS AND ESTATES 
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R. J. Reynolds Tob. 3 73 —.. 4 American Gas & Elect. 











Sott- Pager 8 77 . 9 Oe 
Seagram & Sons 2% 65 
ek, QAR SE EES TEER Mes ae 1 eae We She 
3 NUN "acu tiecacisrmoncn actanidasceasaccioos 1 American Tel. & Tel. 
Shamrock Oil & Gas 3% 67 __.. 2 2%% 71 
Shell ON S66 TE S § Ce ee 
ites Sinelair Oil sub. 3% 83 _.. a ger 2% 80 
K” La a ts eS {.................. 1 3% 63 
Socony Vacuum Oil 2% 76 __..... 2 33% Gash seed aoe 
ills. Standard Oil (Ind.) 3% 82 _. 25 3% 64 
00 Standard Oil (N.J.) 3% 65 itis iiadintipesitoes 
236% 71 3 Appalachian Elect. ‘Per. 
idi- a ee es 2%% 80 
S Standard Oil (Ohio) 3 68 ea aa 3% 70 
a Stauffer Chemical 3% 73 2 notss 3% 61 
an- Sunray Oil 2% 66 ___.. 1 EE a ee eet Ded 
ae Sylvania Elect. Prod. Arkansas Pwr. & Lt. 
ove 3%% 771 4 3%% 74 
ian 4 eee ee 3% 82 
ne oe. 3 Se OW .—. F 35 81 
Union Oil of Cal. 3% 72 ...... 9 4% 83 a a 
Union Sulphur & Oil 4 78 __.... 2 Bell Tel. of Pa. 
Union Tank Car 4% 73 —.......... 6 2%% 16 
= United Biscuit 5 Sa ewe he 
2% % 66 1 Birmingham Elect. 3 74 DOE ee 
° 3% 17 cata 1 Blackstone Valley Gas & Elect. 
- Universal Pictures 3% 59 1 3% 73 
2 Walworth 3% 76 1 4% 83 
7 Warren Petroleum 3% 66 ... 1 Boston Edison 
° West Va. Pulp & Paper 3% 71. 5 2% % 70 
4 Westinghouse Air Brake 3% 78 5 2% 80 .... rials 
: Lahey: Steel Brooklyn Union Gas. 2h 6 
r aa G ae ; Buffalo Niagara El. 2% 75 . 
1 314 po igcace tebe roar ets 5 no a — 3 " ‘ 
9 ee ae oT eae em alif. Oregon Pwr. 3% 74 _... 
4 Wilson & Co. : 58 aca $ Carolina Power & Light 3% 82 
Wi oodley ree 4% 68 1 Cent. Hudson Gas & Elect. 3 63 
: tok Cop. 8% OF 1 Cent. Illinois Light 3% 63 - 
2 U Central Illinois Pub. Serv. 
: TILITIES 3% % 71 
Alabama Gas 3% 71 —_... aie 1 3% 82 _ 
1 Alabama Power Central Maine ‘Power 
5 iw ee oe C2 ee SS ee 
3 Se RS 2 eee 
4% 83 Beste isceiceiaedia, an _. = ene es te 
_— American & Foreign Pwr. Central N. Y. Pwr. 3 74 
21-" eee 4 es 2 Central Power & Light 
2 5 2030 - , 2 ee: We eee 
1 
5 
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Need h 


ASK US TO CALL ON YOU! 





Today, a proper balance of tax-free state and 
municipal bonds and U.S. Government bonds 
may increase the net earnings from your 
bank’s bond portfolio. The management of 
these types of investments requires research 
facilities, technical knowledge and continued 
close attention to trends and taxes. 

The Bond Department of The Northern 
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1 Trust will be pleased to review your present 

1 investments with you and discuss the plan- 

: ning of a balanced bond program. We will 

1 be happy to have an experienced Bond Offi- 

: cer call at your convenience. 

’ A; Bl PW iy) 
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NORTHERN TRUST | 
2 COMPANY 
7 - 50 South LaSalle Street, Chicago 90, Illinois * FRanklin 2-7070 
F MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

1 
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4% 83 
Central Vermont Pub. Serv. 
3%% 82 
3% 81 
Chesa. & Potomac Tel. 3% 84 __.. 
Cine. Gas & Elect. 2%% 75 
Cleveland Electric 
3% 70 
3 82 
3% 86 iets eS eee 
Columbia Gas System 
Series “A” 3% 175 
Series “B” 3 175 
33% 77 
Columbus & So. Ohio Elect. 
3%% 70 
3% 81 ae oe ee eee 
Commonwealth Edison 
2%% 99 
3 77 
3 78 
3 99 
3% 82 
35% 83 - “Ss Sree 
Conn. Lt. & Pwr. 3 14 cares 
Connecticut River Power 3% 61. 
So Edison 





2%% 72 
2% 82 
3 1981 
3% 81 
3% 82 


38% 83 
Consolidated Gas, Baltimore 
3%% 67 
3% 83 ‘cceppeneniat 
ore y Matavel Gas 
4% 68 
a 76 
3% 78 
Consumers 
2%% 15 
3% 81 
3% 87 
3% 83 rw eae. 
Dayton Power & ‘tae 
3% 78 
3% 82 
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Delaware Power & Light 
2% % 80 
UO TO tend ee ee 

Detroit Edison 2%% 82 —....... 
2% 85 
3 . ao 
33g 76 
8.8 SS 

Duke Power 
2%% 79 
3% 81 
3% a re re nT, 

Duquesne Light 
Se 80 eS ee 
2% 
3% 
3% 
35% 3 

Empire Dist. ‘Elect. “8% 69 - 

Equitable Gas Co. 3% 70 _....... 

Florida Power & Light 
334% 82 








3le 74 
356 81 
3% 83 





Gas Service 2% 69 IR MRE AN 
Gatineau Power 3 70 _ 
General Telephone 4 64 
Georgia Power 
33g 82 
3% 81 
3% 83 





Gulf States Utilities 


py aOR ERT NENE 
3 69 
3% 82 
3% #881 





Hartford Elect. Lt. 3% 17 iad 
ek ge See 
Houston Lighting & Pwr. 

2% 74 

3% 67 situate 
Idaho Power 3% 81 — 
Illinois Bell Tel. 3 78 _— 
Illinois Power 3% 82 
Indiana & Michigan Elect. 

note 344% 61 

note 3%4 63 






































































































































note 3% 64 

2, ee eS ae eee 
I es OG ion icieetitinsiatcinnc 
notes 3% 69 WW ae“. 
a a ee 
aS eS: 


Indianapolis Pwr. & Lt. 2% 79_ 

Interprovincial Pipe Line 
|g, aE Rs ee eee 

Interstate Oil Pipe Line 


RT la ee Fe 
Iowa Power & Light 3% 73 ____ 
Iowa Publie Service 

Ada isabel 

8% 81 


Kansas City Pwr. & Lt. 3% 83_ 

Kansas Gas & Elect. 3% 83 __ 

Kansas-Nebraska Nat. Gas 
eer 





ON i chil i *. 

AS a 
Kentucky Utilities 

El ST ea ass 

ee 


Laclede Gas Light 3% 65 ____ 
Long Island Lighting 

8%% 82 

8% 176 
Louisiana Pwr. & Lt. 4 838 ___ 
Louisville Gas & Elect. 

2%% 79 

a 2 
Lynn Gas & Elect. 3% 71 ____ 
Metropolitan Edison 
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Michigan Cons. Gas 
SET Se sili 
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Milwaukee Gas Lt. 3% 75 
Minnesota Pwr. & Lt. 3% 81 __ 
Mississippi Power 3% 71 ___._ 
Mississippi River Fuel 35, 71 __ 
Monongahela Power 3 75 _.___. 
Montana-Dakota Util. 3 65 
Montana Power 

2%% 16 

4% 7% 1. + 
Mountain Fuel Supply 38%% 71.. 
Narragansett Elect. 3 74 ___ 
National Fuel Gas 


re 4 
SAE 
New England Power 
ESS Ee 
fe " 
New England Tel. & Tel. 
ee 
gt SS OP Se ee 
aiesiaosiislitemesscinettnsinais 


New Jersey Bell “Tel. 
ao... 
eS Pe Se 

New Orleans Pub. “Serv. 8% 74. 

New York Pwr. & Lt. 2% 75 __ 

New York Steam 3% 63 __ 

New York Telephone 
2%% 82 
3 Ee ere 

Niagara Mohawk Power 
ae 
2% 80. 
8% Oe icant 
Ne caticceicliihiainthanstnntaniginse 

Northern Natural Gas 









IY Geittipidiiiats<aincinenensinantcteratne 
2% 59 

| 

. Se. See 


North Shore Gas 4% ‘61 iis 
Hosthera States Pwr. 
2% . ae 
I A catia 
Ohio Edison 
gS 
Ohio Power 
3%% 68 
<a 
Ae AE a SS 
a eae 
Oklahoma Gas & Elect. 
EES ae mere 
SE ere 
Pacific Gas & Elect. 
2%% 81 
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3%% TT 

85% 82 

3% 82 Pe ee 
Pacific Pub. Serv. 5 82 
Pacific Tel. & Tel. 
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2% 

3% 

Sf ee atioeietats 
Dy OE canis hieteannitigeains 
a vee 
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Panhandle Eastern Pipe Line 
2%% 58 
3% 173 

Penna. Elect.  ) a 

Penna. Pwr. & Lt. 3 75 —... 

Penna. Water & Pwr. 3% 64 — 

Peoples Gas Lt. & Coke 
8 ea ee 
oo Fee eee sa 

Philadelphia Elect. 

3%% % 
2% 
2% 
2% 
2% 
3% 
. oa. ae ee 

Plantation Pipe ‘Line 2% a 

Portland Gen. Elect. 3% 75 — 

Potomac Elect. Pwr. 3% 88 ~~ 

Public Serv., Colo. 3% 81 ~~ 

Pub. Serv., Indiana 
3% % 75 
3% 82 

Pub. Serv., N. H. 8% 78 

Pub. Serv. Elect & Gas 
2%% 80 -. 
3 EE eae ee 
fe <P 

Puget Sound Pwr. & Lt. 4% 72_ 

Rochester Tel. 4 63 - 

Saguenay Power 3 1 ean 

San Diego Gas & El. 3% 82 —_ 

Service Pipe Line 3.20 82 

South Jersey Gas 4% 77 ~~ 

So. Bell Tel. & Tel. 

2%% 87 

So. +e Edison | 
2% % 
, a. ae 
38% #@«276 
35% 78 

So. Calif. Gas 
3%% 70 

So. Natural Gas 
3% 68 
4 
eee saad 

So. New Eng. Tel. “8% 85 - a 

So. Union Gas 3% 76 ~~~ 

Southwestern Bell Tel. 2% 85 -— 

Southwestern Pub. Serv. 3% 78. 

Tenn. Gas Trans. 

2%% 66 
3 
3 
3 
8% 
8% 
3% 
4 
4% ne aS 
ie OR  ecaliictecilatens 
5 73 
Texas Electric Serv. 35% 83 - pisealk 
Texas Power & Light 
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Toledo Edison 2% 77 -—--.-~ — 
Union Elect. of Mo. 

2%% 75 
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United Gas 2%% 70 ————____ 


Ss. 2 uN. 
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United Gas Improvement 3% 66 
Utah Power & Light 

| QS Ree 

3% 82 
Virginia Elect. & Pwr. 
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Washington Gas Light 4% 18 i 
Washington Water Pwr. 

c.f | are 

_ __ aa 
West Penn. Elec. "8% . nee 
West Penn Power 

3%% 82 

3% > 
Westchester Lighting 3% 67 —_ 
Wisconsin Elec. Power 3% 82 — 
Wisconsin Pwr. & Lt. 

| 2 Se 

4 _ Bees 
Wisconsin Pub. Serv. 

|. a. ener 

4% De sone 


TRANSPORTATION 
Akron, Canton & Youngstown 
GE TP. msenenmadciadinae ae 
American Airlines 3 66 


Ann Arbor R.R. 4 95 _. 
Atchison, T. & S. Fe 4% 95 — 
Atlanta & Charl. Air Line 

3% 63 ee ee Se a 
Atlantic Coast Line 

ee eH 

4% aa 
Baltimore & Ohio 





Boston & Meine 4 60 - 
Canada Southern 5 62 . iat 
Canadian National 


Se GRO Fccinbiccnnee = 
4% eee Se EY oe ee 
Capital Transit 4 64 Pn) ee rn 


Carolina, Clinch. & Ohio 4 65 .. 
Chesapeake & Ohio 

ty ge Se 

s Face eiinti 
Chic., Burl. & Site 2% 70 - 
Chic., Rock Island & Pac. 

2%% 61 

2% ee stn le a Sm 
Chleage Union Station 

2% % 63 

3% nt .. onetaaed 
Chic. & West. indiens, 4% 82 - she 
Cleve., Cine. Chic. & St. Louis 

WO  Seecetenteniegt spinal 
Delaware & Hedson ry 63 pee 
Delta Airlines 5% 73 -—------.. 
Detroit Term. & Tun. 4% 61 —. 
Elgin Joliet & East. 3% 70 -. 
El Paso & Southwestern 5 65 — 
eS eee ee ee 
Florida East Coast 4% 59 —.. 
Fort Worth & Denver 4% 82 — 
Grand Trunk Pacific 

Jo 62 

4 62 
Great Northern 

 , 2 ae 

i ee ee 

, i ee 

8% 2000 
Gulf, Mobile & Ohio 

3%% 69 -. 

4 I agienec ated 
Kansas City Southern 

a ansinapmanaptibl i 

4 ee ees SA 
Kansas City Term. 2% 74 ~~ 
Little Miami R.R. 4 62 
Louisville & Nashville 
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8% 20038 ————...___ 
3% 20038 —._._____ 
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4 Seer ie SE Sere ee 
Market St. El. 4 65 —_-_---__ nan 
Michigan Central 44% 79 .-__ 
Minn., St. Paul & S. S. Marie 

4% 71 
Mo., Kansas & Tex. 4 OP skated 
Morris & Essex 4% 55 ~~. 
New Orleans Great North. 5 83_ 
New Orleans Term. 3%% 77 ~~ 
New Orleans Tex. & Mex. 5 56.. 
N. Y., Chic. & St. Louis 3% 80- 
N. Y. Connecting R.R. 2% 75. 
N. Y. Lackawanna & West. 

4% 73 
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Oregon Washington 3 60 __._ . 
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Pere Marquette 33 80 ~~... 
Phila., Balt. & Wash. 4% 77 —_. 
Phila. Transport. 3% 70 —~ ~~ 
Piedmont & Northern 3% 66 — 
Pitts., Cine., Chic. & St. Louis 

. }. ee 

5 75 ae ee ET 
Pitts. & West Va. 4% 60 ___ 
Portland Terminal 

2. ee es 

eS an ee es 
St. Louis-San Francisco 4 97 _ 
St. Louis Southwest. 4 89 _.__ 
Seaboard Airline 

, y & sel 
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a. es 
Southern Pacific 
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Texas & New “Orleans 
344% 70 . =_—- 
3% 90 

Texas & Pacific 
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5 7 en 
Toledo & Ohio Cent. 3% 60 cast 


Union Pacific 2% 91 ——— ~~~ 
ENE — EEE 
Virginia & Southwest. 5 ID ccc 
Virginian 3 95 tI Be, Sy ea 
Wabash 
34% 71 ———— 
OM BP ec dicate __ 


West Pa. Traction 5 60 

Western Maryland : 
4% 76 —. sdndiedieiaiial 

West Rys. of “Ale. “4% 58 a 


R.R. Equipment Trusts 


Atlantic Coast Line 2% 56 —— 
Baltimore & Ohio 
. 5a eae 
3% 60 
3% 63 
Central of Georgia 
33% 60 —- 
ee es 
ee. OO ci 
3% 65 
Cent. of Penna. 3 59 - 
Chesapeake & Ohio 
2%% 54 acesipdaclseeescaiacatitiihalale 
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Chicago, Burlington & Quincy 
3% % 56 
3% 61 
3% 62 
3% 
Chicago & Eastern [Illinois 
258% 62 
2% 59 
Chic., Ind. & Louisville 3% 61 .. 


Chic., Milwaukee, St. Paul & Pac. 


214%4.% 60 
2% 55 
2% 56 
2% 
3% sonnniiiamicnsianditaiidies 
Chicago & Northwestern 
1%% 54 
3% 57 
3% 64 
3% 58 
3% 64 
3% 67 
Chicago, Rock ‘Island & Pacific 
2%% 63 ae 
2% 56 








@ Chico 


e Sacramento 


@ Santa Rosa 


@ Oakland e Stockton 


ie San Francisco 
e San Mateo 
® San Jose 


e Salinas 
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e Santa Barbara 


2% 
2% 
2% 
2% 
2% 
2% 
Chic., St. Paul, Minn. & Omaha 
3% 58 
Del., Lacka. & West. 2% Ss 2 
Denver & Rio Grande Western 
See en eee 
2% 
Erie 
21%4% 54 
25% 60 
2% £256 
3 59 
Florida East Coast 2% 34 57-59 ome 
Great Northern 
| BE arcane 
2% Rae 
% ac neernineeranetienntaieeinencimeneneinis 
2% seni 
2% 
3 
3 
3 
3 
3 
Gulf, Mobile | & Ohio 3 60 _. ” 
Illinois Central 
2%% 54 
64 


Lehigh & New Eng. 3% 60 

Louisville & Nashville 
| 
2% 
2% 
2% 
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3% ey SE itp leininiicentaagsllliniaes 
Missouri Pacific 
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; bs) 2s 

38% ee 

OM.  W «ace 

38% 57 
Nash., Chatt.. & St. ‘Louis 2 % 59 
New York Central 


38% 
3% 
8% 
3% 
3% 
3% 
336 
3% 
35% 
35% 

New York, Chicago & St. Louis 
$4%. 88s 2 
S Oa 

a. on & i. 2 62 Abe rae 

Northern Pacific 
SS G6 2 
2% 62 — 

2% 63 

Pennsylvania 
Tite GF ssw 
2% 

2% 


Peoria & Eastern 2% 59 _ =s 
Pittsburgh & Lake Erie 
2%% 58 


3% 
Beam O46 6b. ...Wre 
St. Louis, Browns. & Mex. 

8% 59 satiate 





St. Louis-San Francisco 


Seaboard Airline 


2% 


2% 

2% 

2% 

2% L63 

2% M63 

2% 6 — 

3 60 
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Southern Pacific 

2%% 67 ~~. 

2% 

2% 
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Southern 3..65 
Texas & Pacific 
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Wabash 2% 63 — ‘aaa 
Western Maryland 3% 67 Se 
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Bernardine Sisters 2% 53 
Ch. of St. Anthony 2% to 8 56-53 
Dominican Fathers 3% 56 —.. 
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Bank of America offers you 


CALIFORNIA-WIDE 
TRUST SERVICE 


Bank of America’s fully equipped trust 


@ Fresno 


Whittier 
Long Beach 
Beverly Hills 
Los Angeles 
Santa Ana 
San Bernardino 
Redlands 
Riverside 
Pasadena 
Hollywood 
Pomona 
Glendale 


e Bakersfield 


@ San Diego 


departments are located at strategic points 


throughout the state. Each department offers 


you a complete metropolitan trust service. 


Hank of America 


NATIONAL gRYSVyge 


ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS OF 
CORPORATE BONDS 
BY RATINGS 


YIELDS OF 
TAXABLE TREASURIES 
BY MATURITY GROUPS 


100 PRICES AND DIVIDENDS 


IN PERCENT 
($ PER SHARE ) 


IN PERCENT 


3.00 
22s, OF 9/15/72-67 


if 
DIVIDENDS 
a—( "Ao SCALE ) 


3.25 


3 as, OF 6/15/83-78 





1952 1953 1951 1952 
June May June 
1954 1954 1953 1954 1951-53 1946-50 1941-45 1931-40 
—— End of Month —— Range for Period—— 
1. U.S. Government Bond Yields 
8-Year Taxable Treas. % 1.43 1.60 2.62 1.98-1.42 2.80-1.68  1.68-0.90 1.32-1.07 (a) (a) 
5-Year - - % 1.80 1.95 2.74 2.16-1.75 3.00-1.76 1,87-1.06 1.70-1.24 (a) (a) 
10-Year = ai censiapanitiemtacs Te 2.39 2.37 2.92 2.43-2.33 3.16-1.95 2.10-1.38 2.10-1.49 (a) (a) 
Bank 2%s —_____ % 2.50 2.53 3.01 2.71-2.45 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) 
Victory 2% % 2.50 2.53 2.98 2.72-2.45 3.31-2.44 2.48-2.08 2.50-2.37 (a) (a) 
$14’s, 1988-78 _..._.__ % 2.67 2.72 3.26 2.91-2.67 (b) (b) (b) (b) 
2. Corporate Bond Yields ‘ 
Aaa Rated Long Term —..___-_---_._ 7, 2.90 2.91 3.36 3.11-2.85 3.44-2.65 2.91-2.45 2.88-2.59 5.75-2.70 
Aa ' “a - athecndenianaoainsee % 3.05 3.06 3.47 3.27-2.99 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 
A ” > ™ onsen oma OG 3.18 3.17 3.66 3.39-3.14 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 
Baa os - =. uipehenibabednas % 3.48 3.49 3.88 3.74-3.46 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 
8 Tax Exempt Bond Yields 
Aaa Rated Long Term —._._-_-__ 2.10 2.18 2.73 2.21-2.02 2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) 
Aa ” = - | 2.24 2.29 2.96 2.32-2.16 2.96-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) 
A = od 1“ a 2.60 2.67 3.32 2.83-2.60 3.34-1.72 2.64-1.28 2.49-1.49 3.29-2.11(b) 
Baa = ” - a 3.14 3.22 3.79 3.32-3.10 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (b) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
CE Ee ~~ % 3.91 3.89 4.24 3.94-3.88 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 
Medium Grade iianaiedueinien. Te 4.80 4.83 5.23 4.96-4.80 5.28-4.68 5.08-4.14 5.94-4.33 12.73-4.91 
Industrials—Low Dividend Series 
OO EE 3.73 3.70 4.01 3.82-3.67 4.02-3.45 3.92-3.27 (d) (d) (d) 
Medium Grade —....._.____. 4.13 4.09 4.39 4.27-4.05 4.39-3.80 4.20-8.52 (d) (d) (d) 
Utilities—Low Dividend Series 
CO EEE 4.00 4.02 4.45 4.14-3.89 4.45-3.77 4.24-3.40 (d) (d) (d) 
Medium Grade —§.-_-- —=>>>SS—< 4.29 4.29 4.87 4.51-4.27 4.87-4.19  4.65-3.69(d) (d) (d) 
5. Common Stocks 
125 Industrials—Prices (f) — $94.34 92.86 74.28 94.34-77.81 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 
125 Industrials—Dividends (f) 4.47 4.47 4.16 4.47- 4.27 4.55-4.13  4.44-1.76 1.94-1.52 2.05-0.72 
126 Industrials—Yields % —..._.... % 4.74 4.81 5.60 5.49- 4.74 6.84-5.14 17.29-3.20 7.71-8.56 10.13-2.59 


(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


Jan. 2, 1946. 
(e)—125 Industrials Averages date from Jan. 1, 1929. 
(f)—Dollars per share. 
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1919-1930 


(a) 
(a) 
(a) 
(a) 
(a) 
(b) 


6.38-4.42 
6.84-4.59 
7.71-4.91 
8.56-5.32 


(ec) 
(c) 
(c) 
(ec) 


6.79-4.75 
8.05-5.61 


(d) 
(d) 


(d) 
(d) 


78,06-34.81 (e) 
2.53-2.16 (e) 
6.21-3.19 (e) 


(d) —Low Dividend Preferred Yield Averages in this series date from 









nur oO NM 


.81(e) 
16 (e) 
19 (e) 


> from 





Mutual Fund of Boston Merged 
Into New England Fund 


Shareholders of the Mutual Fund of 
Boston, balanced open-end investment 
company whose principal underwriter 
and investment adviser had been Russell, 
Berg and Company, investment coun- 
selors, have approved a merger of their 
fund with the New England Fund. Coffin 
and Burr is the principal underwriter of 
New England Fund which has been in 
existence since 1931. Its assets approxi- 
mate $8 million which were increased 
from one to two million dollars on 
consumation of the merger on July Ist. 
Carl A. R. Berg, long-time investment 
counselor of Boston, has been elected 
a Trustee of New England. Other mem- 
bers of the Board are Henry E. King- 
man, Ray Vance, Francis G. Goodale 


and Albert T. Armitage. 
A A A 















Bonds 


(Continued from page 633) 

The combined bond holdings of the 
105 funds, including both Government 
and corporate issues, will mature as fol- 
lows: $19.8 million (5%) this year; 
$46.3 million (12%) by 1958; $64.9 
million (16%) by 1963; $43.9 million 
(11%) by 1968; and $150 million 
(38%) at later dates. Some $71 million 
(18%) not included in these figures 
was listed in the reports under “various 
maturities,” but practically all of it 
maturing by 1964. 


The corporate issues represented 339 
different companies, compared with 252 
companies whose bonds were held by 
84 discretionary funds in 1951 (T.&E. 
12/51 p. 828). The number of com- 
panies appearing in each category for 
the two years — with 1951 figures in 
parentheses — was: public utility 140 
(104); industrial 99(59); transporta- 
tion 88(83); and financial 12(6). 


The $396 million of bonds held by 
the 105 common trust funds represent 
41.6% of the total combined portfolios. 
Preferred stocks accounted for 12.4%, 
common stocks 44.7%, 



















No bond — exclusive of Governments 
— was held by as many as half of the 
105 funds, the three highest being Gen- 
eral Motors Acceptance 4% °58 held by 
43 funds, Phillips Petroleum 3.70% ’83 
held by 39 funds, and Allied Chemical 
& Dye 314% ’78 held by 36. In the 
entire list of corporate bonds only 62 
were held by more than five funds each. 
Thirty-one of these were utilities, 19 
Were industrials, 7 financials and 5 
transportation. 
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EATON & HOWARD STOCh FUND 


A mutual investment fund seeking long term growth of principal 
and income primarily through diversified holdings of 
selected common stocks. 


MF 
g v 


Managed by 
EATON & HOWARD 
INCORPORATED 
24 Federal Street BOSTON 333 Montgomery Street 
BOSTON ESTABLISHED 1924 SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 


AFFILIATED AMERICAN 
FUND BUSINESS SHARES 


A Common Stock Investment Fund | A Balanced Investment Fund 


Prospectuses on request 


LORD, ABBETT & Co. 
63 Wall Street, New York 


CHICAGO ATLANTA LOS ANGELES 


Fundamental Investors, Inc. 


Diversified Investment Fund, Inc. 


Manhattan Bond Fund, Inc. 


Diversified Growth Stock Fund, Inc. 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 
FROM YOUR LOCAL INVESTMENT DEALER, OR 


Cleveland 


Chicago HUGH W. LONG AND COMPANY 


Los Angeles * Incorporated 
San Francisco Westminster at Parker, Elizabeth 3, New Jersey 













Indices are based on fund operations during the period covered and are not a 
representation of future results. They should be considered in the light of the 
individual companies’ investment policies and objectives and the characteristics 
and qualities of the investments of these companies. 






HENRY ANSBACHER LONNDI 





















Reference should be made to the introduc- Wadler 1 2 3 4 5 6 7 8 BS 
tory article in July 1949 issue, outlining pur- Desens 12/31/35— 12/30/39 = = | 
poses of publication and considerations in Mgmt. mmo te a siiiiead 
selecting stock and cost-of-living averages, r+ et Bis pee Pri bs . L - h 
periods and in interpretation of data. Principal High Low rane. ° ow 1g 
BALANCED FUNDS 
American Business Shares _--- =» 1939 an — — 100.0 —- 65.9 170.1 
Axe-Houghton Fund “A” _....._.-_»SSSSS 1938 —_ — — 100.0 _- 71.4 207.5 
Axe-Houghton Fund “B” __. er Oe et 1938 — — — 100.0 —— 83.1 219.7 
EE aaa 1932 103.1 171.9 72.6 100.0 3.46 60.2 167.2 
Commonwealth Investment — 1932 106.3 168.4 64.4 100.0 3.05 73.5 213.7 
Eaton & Howard Balanced _.... 1932 114.5 134.7 80.0 100.0 4.27 73.6 181.8 
Fully Administered Fund (Group Securities) 1938 —_ — — 100.0 ae 69.4 156.6 
Come eeeter Treat $$. = 1932 110.0 152.7 714 100.0 4.20 65.2 184.7 
0 XS eee eee 1940 aon —_— os — — 73.5 159.6 
SE 1947 — — nae om — _— 181.9 
Nation-wide Securities** — >_> 1932 102.6 174.6 70.3 100.0 2.32 59.6 138.3 
oy 5 cs ee ee 1947 ~— — — — _ — 158.9 
ES) SS 1938 ieee om" aes 100.0 2.76 69.2 148.1 
Scudder Stevens & Clark 1928 97.4 119.2 45.7 100.0 3.25 80.9 155.8 
I te 1928 105.2 1438.4 69.5 100.0 2.41 75.0 164.6 
GE a ee 1947 me — — —- — — 193.3 
Wisconsin Investment*** >> 1939* as — — 100.0 — 65.1 224.7 
AVERAGE: BALANCED FUNDS ete 105.6 152.1 72.0 —_— 3.22 70.8 172.0 
STOCK FUNDS 
EE 1939 — - -- 100.0 = 50.2 224.9 
Broad Street Investing Corp. — >» 1932 109.9 156.6 76.6 100.0 3.60 60.1 206.2 
Bullock Fund —_ EN: SE IS ae 1932 109.8 168.8 69.6 100.0 1.77 61.0 190.9 
Delaware Fund - EE 1937 — aa — 100.0 oo 76.1 172.3 
Diversified Investment Fund, Inc.*** 1944 _— — — -— ao — 150.3 
a seueciind 1982 109.0 163.2 70.7 100.0 1.88 62.1 170.4 
Eaton & Howard Stock 1931 107.1 147.0 74.4 100.0 3.86 62.7 213.0 
a eee on — one — _— — 220.0 
Fundamental Investors™ _. 1932 105.2 146.0 67.4 100.0 2.98 64.8 244.1 
Incorporated Investors _...._._»_»_»= 1925 103.6 165.2 80.2 100.0 2.58 63.9 240.4 
Institutional Foundation Fund —__... eeeee Tae reas 1944 — — —_— — _— — 174.4 
Investment Co. of America 1939* _— oo — 100.0 a 69.0 192.7 
TEER 1938 _— _ — 100.0 - 59.8 126.2 
Loomis-Sayles Mutual Fund _.._.__ rae 1929 72.4 131.7 87.7 100.0 2.54 74.2 194.0 
Massachusetts Investors Trust _........- 1924 110.7 147.5 72.8 100.0 3.88 59.7 187.3 
Mass. Investors Growth Stk. Fund — 1934 114.2 157.0 70.3 100.0 3.31 57.4 205.9 
Mutual Investment Fund Pen a 1926 129.7 173.4 75.5 100.0 4.31 56.1 163.5 
SEE 1987* _— — 65.9 100.0 3.10 60.7 241.9 
National Securities — Income*** _...- 1940 — — — — — 66.0 135.1 
New England Fund™m 1931 117.4 159.1 70.8 100.0 2.85 61.4 159.6 
Selected American Shares 1933 123.8 178.1 80.4 100.0 3.30 60.9 173.4 
ERLE 1986 pas 166.6 68.6 100.0 1.78 62.5 135.0 
State Street Investment Corp, =». 1924 92.8 155.2 74.0 100.0 3.75 60.7 243.4 
Wall Street Investing Corp. == 1946 — —_— —_ —_— _— ao 216.0 
AVERAGE: STOCK FUNDS —_ 108.1 158.2 73.7 100.0 3.02 63.0 193.8 
90 STOCK INDEX (Standard & Poor’s) ____ ome 106.7 148.3 67.5 99.2 — 59.3 198.2 
CONSUMERS PRICE INDEX (B.L.S.)n _. — — es oom 100.0 -— 99.8 189.1 





CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 


PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus all 
distributions from capital gains and other capital sources. 


COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 
1939 by the 1939 base offering price. 


COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 

COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: To the bid prices at the respective dates indicated are added 
all capital distributions to such date and the resultant sum is divided by the 1939 base offering price. 

GOL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 

INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and interest 
on their portfolio securities (excluding all capital distributions) . 

COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the stated 
dates by the average of the twelve month-end offering prices ending on the corresponding dates. 

COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the two 


preceding annual perieds. 
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150.9. 
204.48. 


219, 


167.9, 
213.88, 
181.98. 
142.5. 
132.98 
159.48. 
181,49, 


138, 
152.8 


147.8: 


1555 


164.58, 


193.0 
224, 


169.18. 


198.1 
206.0 
190.8 
167.6 
145.8 
170.4 
213.0 
220.0 
244, 

240. 

173.2 
192, 

122.2 
194.0 
186.1 
200.4 
162.0 
239.0 
108.2 
158.2 
172.9 
133.3 


242.4@ 
p67 
79 


216.0 
192.6 


198.2 
190.3 


Al 
69 
TT 


58 
B59 
66 
38 
07 
p39 
76 
97 
2.99 
56 
81 
2.76 
B46 
».68 
B86 
30 
63 





10 1] | 12 13 
6/30/53 5/28/54 
Inc. Inc. 
Prin. Jo Prin. % 
150.8 3.33 161.7 3.61 
202.1 2.68 219.0 3.08 
218.4 3.69 240.0 3.73 
161.4 3.33 185.3 3.40 
206.1 3.80 232.5 3.76 
175.7 3.59 202.9 3.63 
139.9 2.67 150.5 3.53 
130.0 4.11 144.2 4.08 
154.5 3.96 174.0 4.04 
175.7 3.76 199.6 3.66 
135.5 4.04 149.0 4.14 
150.8 2.86 174.7 3.36 
142.2 8.70 163.9 3.98 
149.9 3.31 170.4 3.37 
160.7 3.58 180.3 3.57 
184.3 3.84 209.7 3.82 
222.7 3.06 244.8 3.54 
164.9 3.52 184.9 3.67 
197.4 4.14 214.5 4.11 
198.6 4.73 231.4 4.61 
185.9 4,20 213.9 4,14 
165.6 3.58 179.6 4.08 
143.3 4.86 163.2 4.87 
166.3 4.10 188.8 4.06 
209.5 3.59 257.3 3.48 
213.4 4,43 250.3 4.66 
230.1 4,32 272.7 4,21 
227.8 3.70 257.9 3.74 
171.6 3.47 190.9 4.39 
189.0 3.59 222.0 3.65 
122.3 1.70 127.3 2.72 
192.6 2.58 207.8 3.07 
177.6 4.36 218.7 4,44 
189.6 2.69 229.0 2.83 
158.2 2.30 173.6 3.03 
225.7 3.27 273.7 3.28 
106.3 5.49 113.5 5.80 
155.7 3.86 170.3 4.13 
168.2 4.11 193.2 4.00 
127.1 4.88 145.3 4.99 
228.8 12.73 243.1 2.94 
214.1 3.86 251.5 4.03 
186.6 3.62 214.2 3.83 
191.7 — 231.8 — 
192.1 — 193.0 — 





CAPITAL GAIN DISTRIBUTION column (18) 


sources, for the current annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 











NDEX of MUTUAL FUNDS 


14 15 


Last 24 mos. 


Principal 
Low High 


148.8 
195.9 
208.9 
158.5 
202.5 
172.3 
135.5 
126.1 
149.9 
171.9 
132.5 
143.8 
138.4 
146.8 
157.6 
180.9 
215.3 


160.6 


$162.5 
$221.1 
$248.6 
$188.0 
$232.7 
$203.6 

151.6 
$146.1 
$175.8 
$201.3 
$149.3 
$175.7 
$166.0 
$170.7 
$180.4 
$213.7 
$248.3 


$186.4 


194.6 
191.2 
175.6 
159.2 
135.6 
159.7 
202.9 
198.0 
216.3 
209.6 
164.7 
184.2 
120.3 
189.3 
169.8 
178.6 
152.1 
216.7 
100.5 
151.7 
161.0 
119.9 
219.6 
209.1 


178.5 


180.4 
190.3 


$215.0 
$234.5 
$216.5 
$180.8 
$165.4 
$189.4 
£261.0 
$252.5 
1274.6 
$261.2 
$193.2 
$223.6 
1127.4 
$208.3 
$222.5 
$231.6 
{175.4 
$277.8 

115.0 
$171.8 
$197.3 
$146.5 

251.8 
$254.1 


216.7 


233.7 
193.6 






are available on request. 





16 17 18 
6/30/54 Last 12 mo. Div. % 
, Net i 
er nvest. ap. 
Principal Inc. Distr. 
3.59 — 
3.06 3.15 
3.69 1.97 
3.35 1.02 
3.72 1.46 
3.61 1.73 
3.50 0.82 
4.05 3.07 
3.99 0.98 
3.62 1.26 
4.11 1.51 
3.31 am 
3.93 2.45 
3.40 1.64 
3.54 2.03 
3.77 1.32 
3.50 3.06 
3.64 1.74 
4.07 1.30 
4.54 1.87 
4.09 2.67 
4.10 2.82 
4.81 0.40 
4.02 2.65 
3.44 — 
4.51 1.53 
4.23 0.42 
3.68 2.05 
4.34 2.61 
3.51 2.46 
2:93 2:71 
3.05 2.97 
4.40 1.09 
277 1.33 
3.00 1.93 
$3.21 2.46 
5.77 1.15 
4.10 297 
3.95 3.06 
4.92 0.61 
3.37 2.30 
4.18 — 
3.82 2.12 





age of all those stock or balanced funds in existence at the time. 


® Principal index begins after 1939 base date. 
+ Ex-dividend current month. 
t High reached current month. 


r Plus rights. 


n New revised series adjusted to Dec. 1939 base. 
* Date commenced operation as Mutual Company. 
** Became Balanced Fund in 1945. 


Source: Direct from Companies. 
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6/30/54 


Prin. Less Cum. 
Cap. Distr. (Bid) 


118.7 
168.4 
191.9 
152.9 
$192.5 
+180.8 
123.4 
114.3 
$146.8 
$185.4 
$121.5 
162.8 
+188.2 
$145.2 
+140.6 
4192.2 
178.3 


148.9 


. 4185.5 
$192.7 
175.2 
+ 99.8 
150.3 
154.4 
$227.0 
4218.4 
$234.2 
+209.2 
147.1 
+160.6 
79.6 
140.7 
$204.6 
188.0 
142.7 
4217.4 
95.8 
138.4 
$151.6 
+120.9 
+165.0 
$242.2 


168.4 


represents the percentage of distribution, if any, from capital gains or any 


***Not included in balanced or stock average: 
Wisconsin Investment Co. balanced fund for too short a period. 


No responsibility is assumed, in so far as compliance with the Statement of Policy is 
concerned, for the employment in whole or in part of the index by issuers, under- 
writers or dealers. Current income returns based on June 30, 1954 offering prices 
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5-Yr. Avg. 


Investment 
Income % 


Lene ee ES eee eee EEE 


3.73 
3.36 
3.84 
3.51 
3.91 
3.81 
3.53 
4.66 
4.14 e 
4.14 e 
4.15 
3.79 e@ 
3.98 
3.43 
3.72 
4.01 e 
3.33 


3.86 


4.72 
4.93 
4.45 
3.92 
5.17 e 
4.33 
3.75 
4.84 e 
4.43 
4.31 
3.99 @ 
3.79 
2.69 
2.77 
4,74 
3.20 
2.79 
3.71 
5.80 e 
4.04 
4.55 
4.97 
3.24 
3.97 @ 


3.97 





Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 
Diversified Investment & National Income are partially invested in high 
income bonds and preferred stocks. 


Column 19 for funds organized since 1946. 


****Name changed from Nesbett Fund. 


m Acquired assets of Investors Management Fund March 31, 1954. 


mm Mutual Fund of Boston acquired thru merger July 1, 1954. 


COPYRIGHT 1954 BY HENRY ANSBACHER LONG 
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For Current — and Future — Investment Markets 


Look to the North! 


‘INTERNATIONAL UNCERTAINTIES CLOUD 
© cone the skies of Ottawa and 
Washington — of Toronto and New 
York, but short of global war, in which 
joint involvement and total mobilization 
of both nations would be inevitable, 
Canada’s longer term economic course is 
even more definitely blueprinted than 
that of the United States. The further 
exploration and exploitation of her 
natural resources will serve the nation 
and the free world, whether international 
tensions grow or ease. The filling in and 
rounding out on a major scale of 
Canada’s still inadequate transport and 
communications are as vital to the ur- 
gent demands of dynamic peaceful 
growth as they are to the exacting logis- 
tics of continental defense. 


In domestic terms, the Canadian econ- 
omy has suffered an extension in recent 
months of the recessionary trends that 
developed in the fall of 1953. Industrial 
production, freight carloadings, retail 
trade and employment have all dipped 
from Korean war levels. Exports have 
dropped sharply both in volume and 
value, which is of serious importance to 
the third ranking nation in world trade. 
Yet strong offsetting influences have 
moderated Canada’s recession and made 
it recognizable, perhaps more clearly 
than the parallel business setback in the 
United States, as only a minor and 
temporary pause in a continuing period 
of important long term expansion. 


One fundamental consideration is that 
the Canadian budget has been kept in 
balance. Having avoided both deficit 
financing and excess profits taxation 
through all the inflationary pressures 
of the Korean war, governmental au- 
thorities are not now plagued by prob- 
lems of debt reduction or major tax 
relief. Defense costs remain high, but 
revenues are well sustained from a 
schedule of taxation which offers consid- 
erable incentive to business enterprise. 


Bond Market Offers More 


In the money market, the first half of 
1954 has seen a continuation of easing 
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BACHE & CO. 


Members of New York Stock Exchange 


interest rates, most marked in short 
term funds, under the strong influence 
of the United States policy shift dating 
from mid-1953. This period of falling 
interest rates has been seized upon to 
call two Victory Bond issues. Among 
Dominion, provincial, municipal and 
top grade corporate bonds, good institu- 
tional demand has pushed prices gen- 
erally higher even without governmental 
intervention such as has actively eased 
the American money market. Continu- 
ing high bank deposits and life insurance 
sales have been accompanied and stimu- 
lated by greatly expanded financial 
facilities to serve new areas. Branch 
banks have mushroomed, as also have 
independent consumer finance concerns. 
These developments have served both to 
meet new credit needs and to increase 
the nation’s pool of investment capital. 


The advance in first grade bonds over 
the past nine months has brought the 
structure of interest rates down near that 
prevailing before the Korean war, and 
to a pattern of narrower spreads, 25 to 
40 basis points on long term issues, 
above corresponding United States rates 
than was then the case. New offerings 
through this period have been well taken, 
with only moderate occasional indiges- 
tion such as accompanied the marketing 





of top grade issues for a time during 
the spring in New York. 


On the basis of recent trends in the 
mobilization and management of 
Canada’s governmental and prime cor- 
porate debt, it is possible already to 
foresee the time when basic interest 
rates for comparable credits will differ 
little between Canada and the United 
States except when, as at the present 
time, active U. S. governmental partici- 
pation serves to create or maintain a 
spread. American managers of fixed in- 
come portfolios are already using stand- 
ard Canadian credits to leaven the 
lower yields of long term American obli- 
gations. New issues to be expected dur- 
ing the imminent next phase of major 
Canadian expansion of transport and 
communications will command a differ- 
ent, ‘and probably even more favorable, 
reception on both sides of the border 
than that accorded similar offerings of 
past years. 


Divergent Factors Affecting 
Canadian Stocks 


In the Canadian stock markets, super- 
ficial parallels in price movements over 
the past two years have concealed some 
noteworthy differences, the roots of 
which lie in earlier years. Canada’s 





GROWTH IN CANADIAN PRODUCTION 
(in billions of 1952 Canadian Dollars) 
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post-World War II stock boom was 
climaxed in the winter of 1951-52, when 
feverish speculation in natural resource 
issues helped to broaden participation 
in investment grade stocks. At that time, 
the latter were driven up to price levels 
at which dividend yields were in the 
314-4% range as compared with yields 
of 414% to 5% on high grade equities 
in New York. Sustained institutional 
and individual demand moderated the 
subsequent decline in Canadian “blue 
chips”. Even now, after the 1953-54 
recovery from post-Korean war lows 
reached last year, gilt-edged Canadian 
industrial and public utility stocks yield 
around 1% less than American issues of 
corresponding quality. 


Canadian corporation equities have 
lacked, of course, both the current 
psychological benefit of lapsed excess 
profits taxation and the promise of fur- 
ther tax revision benefits that have been 
so potent an influence in recent months 
on investor psychology here. This cir- 
cumstance, as well as the falling pre- 
mium on the Canadian doilar through 
early 1954; may have restrained ad- 
vances in Canadian stock prices during 
this period of mild business recession. 
But a more fundamental factor may well 
have been that Canadian companies have 
long had tax benefits not available to 
U. S. companies. Furthermore, Canada’s 
prime equities were never depressed in 
the post-Korean war period to the extent 
that New York’s more volatile market 
discounted business declines in 1953. 
Now that levels of Canadian production, 
trade and employment are stabilizing 
Canadian stocks have had fewer steps to 
retrace in reflecting improving pros- 
pects for the nation’s economy and for 
individual corporations. 


New Projects Spur Action 


In mid 1954, the government’s strong 
budgetary position enables it to maintain 
the long range national housing program 
and to go ahead with public works here- 
tofore delayed by labor and material 
shortages. Overall housing construction 
for 1954 has been officially estimated at 
a new high level of over $1.1 billions. 
This figure alone accounts for 19% of 
the nation’s total capital budget for the 
year, which is projected at a record 
$5.8 billions, or about $386 per capita. 
The largest single increase in construc- 
tion expenditures this year is develop- 
ing in institutional building, up over 
$100 millions for a gain of 36% over 
last year’s outlays. New schools and 
hospitals are being put up to meet the 
urgent needs of a population of 15 
million which is not only growing nu- 
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COMPARISON OF YIELDS ON CANADIAN & U. S. SECURITIES* 
(Canadian data in boldface type) 
COMMON STOCKS 


American Tel. & Tel 


Rr Un a a er 


Alpha Portland Cement 
Canada Cement 

General Motors 

Ford of Canada “A” 


Guaranty Trust a N.Y. 


Royal Bank of Canada 
American Natural Gas 
Union Gas of Canada 
Socony-Vacuum 
Imperial Oil 
Kennecott Copper 
International Nickel 


U.S Treasury 2%-59-57 
Can. Nat. Ry. 414-57 
U.S. Treasury 2%-61 


Dek. of Coe eee ee 


U.S. Treasury 3%4-83-78 

Dom. of Canada 2%-75 
Atchison, Topeka & Santa Fe 4-95 
Canadian Pacific Perpetual 4s ______ 
Aluminum Co. of America 3-79 


Aluminum Co. of Canada 3%-70 __... 


Am. Tel. & Tel. 234-75 
Bell Tel. of Canada 3-77 _ 


Yield to 

(in U.S. $) Mat. (%) 
102.26 71.41 
108% 1.71 
104.4 2.11 
103 2.77 
110.14 $2.66 
98 2.88 
122% 3.04 
104% 3.82 
100% 2.99 
105% 3.43 
96% 2.98 
97 3.18 


Price 


7Yield to maturity computed to nearest maturity date. 
tAdjusted for 244% premium of Canadian dollar. 


*Prices as of July 2, 1954 


merically, but also spreading geographi- 
cally into new western and northern 
areas of natural resource development. 


Another sustaining factor of impor- 
tance in 1954 has been the continued 
uncovering of mine, quarry, oil and gas 
resources to add to the already phen- 
omenal underground reserves of Canada. 
New capital investments for primary 
production in these fields and in agricul- 
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ture are, nevertheless, currently lower 
than in 1953, and the reason is not far 
to seek. Much of Canada’s potential 
wealth is not fully realizable for lack of 
economical power for efficient exploita- 
tion, and for lack of adequate cheap 
transport to markets. It is not surpris- 
ing, therefore, that the lion’s share of 
Canadian construction capital in 1954 
is being claimed by expenditures on rail- 


Prospectus on request: 


10 Post Office Square 
Boston 9, Massachusetts 


One Wall Street 
New York 5, New York 


117 South 17th Street 
Philadelphia 3, Pa. 


8 So. Michigan Avenue 
Chicago 3, Illinois 
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way, telephone and pipeline projects, as 
well as on hydroelectric and gas capacity 
increases scheduled in excess of $1.2 
billions, or about 21% of the total. Most 
important of all, the past half-year has 
seen the inception of several colossal 
long range undertakings designed to fill 
both present and future Canadian needs. 
Plans are already finalized to start con- 
struction of the Trans-Canada natural 
gas pipeline and the St. Lawrence Sea- 
way and Power projects. 


Industrial Expansion Continues 


These enormous new undertakings 
follow close on the heels of the virtual 


Government 


Municipal 


Railroad 


completion in 1954 of another great 
phase of essential construction. The past 
three years of accelerated oil refinery 
building has equipped Canada for the 
first time with refining capacity com- 
fortably ahead of current consumption 
demand for petroleum products. In- 
stallations now spotted strategically from 
coast to coast and linked by pipelines 
will be able to turn out in 1955 nearly 
three times the output of domestic 
Canadian refiners a decade ago. This is 
the sort of achievement on which the 
natural gas branch of the industry is 
patterning its program for the next 
decade. 


Public Utility and 
Industrial Bonds 


Equipment Trust 


Certificates 


Investment 
Stocks 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 
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PHILADELPHIA 


The first stage in the development of 
a natural gas network is the immediate 
construction of a pipeline link from 
Niagara east to Toronto, which will 
carry American export gas into the in- 
dustrial centers of Ontario. A substantial 
demand in this key area is relied upon 
to expedite the early financing and start 
of construction on the main Trans- 
Canada pipeline. This major undertak- 
ing will bring domestic Alberta gas east 
to Ontario, Quebec, and the ore-rich 
but power-poor regions of the northeast 
and is estimated to require about two 
years for completion. These pipeline 
projects alone will involve direct and 
indirect outlays approaching a billion 
dollars. The stimulus even during con- 
struction will be significant and the 
impetus which cheap fuel will give to 
Eastern Canadian industry and mining 
can scarcely be exaggerated. 


The power phase of the St. Lawrence 
project has finally cleared the last legal 
hurdles in this country and the agencies 
authorized to carry out this hydroelectric 
enterprise are now free to initiate opera- 
tions, The Ontario Hydro-Electric Com- 
mission and the New York Power Au- 
thority plan jointly to install dams and 
generators in the International Rapids 
section of the river, and share the power 
thus produced. Ontario’s half will add a 
million horsepower to meet the demands 
of highly diversified provincial indus- 
try. 

Canadian Self-Reliance More 
Evident 


The long-discussed St. Lawrence Sea- 
way has within the past decade been 
transformed from a desirable eventual 
luxury to an urgent economic necessity. 
Canada’s bumper grain harvests, like 
her fabulous mineral wealth, must move 
great distances to world markets at 
competitive prices. With all primary 
costs incurred in hard and strong cur- 
rency, and with relatively high labor 
expense, transport is the logical place 
for effecting significant reductions in de- 
livered prices. The new harbor and 
servicing facilities all along the Seaway 
that will supplement local channel con- 
struction operations, not to speak of 
the new industrial plants that will gravi- 
tate to port locations, seem likely to run 
total construction outlays over the next 
five years to the neighborhood of an- 
other billion dollars. 


One imortant characteristic of over- 
all Canadian construction operations for 
1954, and probably over some years 
ahead, is the increasing reliance on 
domestic labor and materials, and the 
lower relative proportion of imported 
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CANADA’S POPULATION TREND 


5 
1902 


1912 1922 


equipment and machinery that will be 
involved. In quantities, the magnitudes 
of the enterprises under way and await- 
ing launching are such as to require 
and insure a continuing high and rising 
level of imports, particularly from the 
United States. But the vast expansion of 
Canadian manufacturing facilities over 
the past World-War II period, together 
with the extensive exploitation of a full 
range of basic materials, has brought 
Canada in 1954 to the point where native 
resources and capacity can handle a 
larger proportion of the even larger 
tasks that lie ahead. 


The story is much the same in terms 
of financial and technical resources. Im- 
port capital, notably from below the 
border, continues inevitably to be at- 
tracted to Canada both for speculative 
ventures and for long term develop- 
mental investment. But domestic Can- 
adian capital is accumulating rapidly 
enough to provide an estimated 85% 
of near term requirements with greater 
degree of independence of outside financ- 
ing than in earlier years. Two signifi- 
cant recent instances are: 1) the inde- 
pendent attack on the Seaway develop- 
ment problem while the United States 
still debated participation; and 2) the 
current extensive refunding operations 
on external debt. As in the case of 
machinery and equipment imports, al- 
though the very size of Canada’s new 
financing requirements in the years just 
ahead will call for large and growing 
American investment, such capital im- 
ports seem less likely to play the dom- 
inant role they have had at times in 
the past. 


The coincidence in mid-1954 of cur- 
rent recession, involving near term un- 
certainties, with the actual launching of 


DOW JONES AVERAGES 


JULY1 JUNE1 Jvutyl 

1954 1954 1953 
30 Industrials 334.12 328.67 269.39 
20 Railroads 112.54 110.389 106.57 
15 Utilities 58.41 58.03 48.69 
65 Stocks 124.59 122.71 106.03 
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1942 1977 
Courtesy Bank of the Manhattan Co., New York 


long term capital expansion projects of 
manifest merit is an unusual one. It 
is the sort of conjunction of events that 
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\ for Trust Accounts 
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Bank and Insurance Company Stocks 


have long been favored by Trustees for investment 


accounts where stability of income is required. 


As a class they are distinguished for regularity 
of dividend payments and unbroken dividend 
records for many years. 


Our three booklets on leading Fire and 
Casualty, Life Insurance, and Commercial Bank- 
ing companies are available without charge. 
When requesting copies, please specify which 
booklet or booklets you would like. 


FIRST BOSTON 
CORPORATION 


100 Broapway * NEW YORK 5 « WOrtn 4-4000 





spells opportunity to farsighted inves- 
tors, whether institutional or individual. 
History may yet record that this period 
has offered investment potentials in both 
bonds and seasoned Canadian equities, 
as well as in more speculative media, un- 
matched for the past decade, and not to 
be equalled for another. Such reason- 
ing has contributed importantly to the 
recent formation and successful flotation 
of equity offerings of several investment 
companies designed to facilitate Amer- 
ican participation in Canada’s substan- 
tial future on advantageous terms tax- 
wise, and looking mainly to long term 
appreciation of values. 


CHICAGO PHILADELPHIA 


San FRANCISCO 
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PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 


Common Stock Dividend No. 154 


The Board of Directors on June 16, 
1954, declared a cash dividend for the 
second quarter of the year of 55 cents 
per share upon the Company's com- 
mon capital stock. This dividend will 
be paid by check on July 15, 1954, to 
common stockholders of record at the 
close of business on June 28, 1954. The 
Transfer Books will not be closed. 


K. C. Curistensen, Treasurer 


San Francisco, California 
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CONSOLIDATED 
NATURAL GAS 


COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 26 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
Two and One-HalfCents( 62 ¥/2¢) 
per share on the capital stock of 
the Company, payable on August 
16, 1954, to stockholders of rec- 
ord at the close of business July 
15, 1954. 


R. E. PALMER, Secretary 
June 24, 1954 
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Southern California 
Edison Company 


DIVIDENDS 
COMMON DIVIDEND NO. 178 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 29 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 25 


& & & StF ®2t2222F 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


50 cents per share on the 
Common Stock; 


28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 


2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able July 31, 1954, to stock- 
holders of record July 5, 1954. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31, 1954. 


P. C., HALE, Treasurer 
June 18, 1954 


: 
; 
: 
; 
; 
: 
: 


Sidelights 


(Continued from page 628) 


the first four months of 1954 against 
$4,508 million in the same period one 
year earlier. In the bond group, Gov- 
ernment purchases rose $473 million, 
municipal obligations by $150 million 
and public utilities by $115 million. 
Total bond purchases for the period 
were $3,119 million, some $370 million 
above 1953, according to a compilation 
by the Institute of Life Insurance. 


Preferred stocks were also more 
heavily purchased, with a total of $93 
million against $49 million. Public util- 
ity preferreds were the feature, doubling 
from $36 million to $72 million in 1954. 


The common stock section likewise 
felt the impetus of investment pressure, 
doubling from $36 million to $73 mil- 
lion. Of this total, general commitments 
accounted for $40 million and public 
utilities for $29 million, with the rail- 
roads absorbing the small balance. 
Mortgages and commercial real estate, 
the traditional investment media of this 
industry, registered larger sums but 
not to as marked a degree as in the 
security fields indicated. 


Bank Reserve Ratios Cut 


In a major move to ease the money 
market even further, the Federal Re- 
serve Board announced on June 21st a 
series of reduced bank requirements de- 
signed to assure plenty of room for the 
usual seasonal expansion in loans to 
carry the fall crops and Christmas inven- 
tory expansion. The Treasury will prob- 
ably be in the market for some $10 
billion before the end of the year, also. 


The New York and Chicago banks 
have for some time protested the higher 
ratios established for them and their 
pleas were heeded by a two point cut 
against one point for other banks. Bank- 
ers are always happy to have additional 
funds available provided they can be 
profitably employed but, in this case, 
there is a “wait and see” attitude to 
gauge evidence of enlarged borrowing 
demand. Some express apprehension that 
current or potential borrowers may press 
rather forcefully for lower rates. 


Unsounpb FINANCING PRACTICE 


The use of municipal credit to provide 
facilities for new industries has been 
almost universally frowned upon as 
unsound finance and a perversion of 
the basis upon which tax-exempt obliga- 
tions are permitted. It is only natural 
that communities should strive to exploit 











Amenrican-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable September 1, 1954 to 
stockholders of record at the close of 
business on August 24, 1954. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable September 24, 1954 to stock- 
holders of record at the close of busi- 
ness on September 1, 1954. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


JOHN E. KING 
Vice President and Treasure? 















YALE & TOWNE 
* DECLARES 


L4 266th DIVIDEND 


—==—— 50¢ PER SHARE 






















On June 24, 1954, 
dividend No. 266 of 
fifty cents (50¢) per 
share was declared 





earnings, payable on 
Oct. |, 1954, to stock- 
holders of record at 
the close of business 





F. DUNNING 


Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. 


Cash dividends paid in every year since 1899 





Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated, on 
June 4, 1954, declared the 
following quarterly dividends: 





60¢ per share on the 
$5.00 par value Com- 
mon Stock. 


$1.00 per share on the 
4% Preferred Stock. 


$1.0714 per share on 
the 4.30% Convert- 
ible Preferred Stock. 


Common Stock dividends and 
dividends on the 4% Preferred 
Stock and 4.30% Convertible 
Preferred Stock are payable 
July 1, 1954 to stockholders 
of record at the close of bus- 
iness June 17, 1954. 


MILTON L. SELBY, Secretary 
June 4, 1954 
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to the greatest degree their resources 
of labor, technical skills, location or raw 
materials but, while the final chapter is 
yet to be written in the matter of muni- 
cipally-financed plants, it would appear 
that such operations should be dis- 
couraged. 


An instance in point is the recent an- 
nouncement of the permanent closing of 
the Yonkers mills of Alexander Smith, 
Inc., established in that community for 
90 years and its largest industrial opera- 
tion, in favor of concentrated production 
in its Southern plant built with muni- 
cipal borrowings. Disregarding the rela- 
tive production efficiency of the two 
plants, the displaced Yonkers workers 
can hardly look with complacency upon 
the loss of their jobs because of more 
modern means of production made pos- 
sible by the use of tax-exempt credit. 
Further spread of this type of financing 
would not only seem unsound in prin- 
ciple but lacking in the elements of fair 
and normal competition. 


A AA 


Pennsylvania Panel Views 
Industry 


A realistic appraisal of present and 
near-term business conditions was the 
feature of the opening session of the 
Pennsylvania Bankers Association meet- 
ing at Atlantic City on May 24th. A 
panel of six prominent executives was 
moderated by Alfred H. Williams, 
president of the Federal Reserve Bank 
of Philadelphia, and a summary of 
their findings was presented by Frederic 
A. Potts, president of The Philadelphia 
National Bank. 


While it is probable that peak auto- 
motive production figures of 1953 may 
not be reached again until 1957, 1954 
production should be around 6 million 
units and a goal of 10 million in the 
last years of this decade would not be 


unlikely, stated Edward G. Budd, Jr., 








president of The Budd Co., automotive 
parts manufacturer. He cited the im- 
portance of the parts supplier to the 
motor industry, not only to the smaller 
independent manufacturers but to the 
largest companies as well. Mr. Budd re- 
ferred to the current pessimistic view of 
prospects for the independent makers 
but stressed that, as has happened be- 
fore, conditions can change rapidly and 
that flexibility may then be an asset 
not enjoyed by the big companies. 


Pennsylvania’s stake in the markets 
for anthracite and bituminous coals has 
been one of her traditional bulwarks but 
these industries have fared not too well 
in recent years with changing prefer- 
ences and competition of other energy 
sources, said George H. Love, president, 
Pittsburgh Consolidation Coal Co. Mr. 
Love admitted that loss of certain mar- 
kets was normal and unavoidable but 
he emphasized the paramount national 
importance of keeping this vital indus- 
try healthy and suggested limitation of 
imports of residual oil and use of nat- 
ural gas for industrial purposes to assist 
this end. On the bright side, he foresaw 
an increasing demand for energy which 
could perhaps double the output of bi- 
tuminous in the next decade. The atomic 
energy installations likewise will con- 
sume immense amounts of power de- 
rived from coal efficiently mined and 
converted. 


Retail sales of Allied Stores Corpora- 
tion in the state in 1953 were better 
than the company’s overall performance 
with the reverse being true of 1954 
thus far, according to Albert Coons, 
vice president in charge of this com- 
panys Pennsylvania operations. In 
spite of his belief that most of the de- 
cline is past and that the recession is 
leveling off, he expressed the opinion 
that this spring’s tempo is likely to 
continue most of this year and that a 
very rapid pickup is not to be expected. 


INVESTMENT SERVICE 
FOR 
TRUST DEPARTMENTS 


STUDLEY, SHUPERT & Co. 


INVESTMENT COUNSEL 


24 FEDERAL STREET 
BOSTON 10, MASS. 


Juty 1954 


900 PROVIDENT TRUST BLDG. 
PHILADELPHIA 3, PA. 





Some inventories still have to be worked 
off and the consumer tends to hold 
tightly to his money even though spend- 
able income is close to the $250 billion 
annual rate. Mr. Coons referred to the 
rather solid price structure in the retail 
field and ventured the thought that in- 
ventories to sales ratios are as high or, 
in some cases, higher than a year ago 
and that prices generally would hold. 
a 2 a 


Procedures in Charging Off 
Worthless Securities 

Since many estates contain securities 
which are worthless or have very little 
value, their disposition is discussed by 
Robert L. Cudd, second vice president, 
Chase National Bank, New York, and 
member of the Committee on Operations 
for Trust Departments of the Trust Di- 
vision, American Bankers Association, 
in the May 1954 Trust Bulletin. A list 
of suggested sources for determining 
worthlessness is given, and a number 
of procedural steps are traced in some 
detail. 

The tax provisions regarding a worth- 
less security are discussed, with empha- 
sis on handling the matter in the estate 
settlement rather than later in a residu- 
ary trust. 


serving 
more people 


than any other 
Philadelphia bank 


THE 
PENNSYLVANIA 
COMPANY 


for Banking 
and Trusts 
Founded 1812 


24 offices, Philadelphia and suburbs 


MEMBER FEDERAL RESERVE SYSTEM 
FEDERAL DEPOSIT INSURANCE CORPORATION 
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Massachusetts 


Life Fund 


A balanced mutual fund providing 
for distribution of income and prin- 
cipal in accordance with an individ- 
ual trust account for each investor. 


Massachusells Hospital Life 
Insurance Company, Trustee 


Founded 1818 





Prospectus from your 
Investment Dealer or 


FIFTY STATE STREET COMPANY 


50 STATE STREET, BOSTON 9, MAss. 


Send for this new 


Attorney’s Guide 


for 


Inter Vivos Trusts 


This pamphlet outlines a unique yet 
simple method for setting up and 
administering small and medium 
size trusts. We believe attorneys, 
estate planners and trust officers 
will find it a valuable business aid. 


If you would like to receive a copy 
without cost or obligation, 
please address 


WHITE, WELD & Co. 


Members New York Stock Exchange 
40Wall Street, New York 5, N.Y. 











Insurance 
(Continued from page 619) 


E. Irrevocable designation of bene- 
ficiary in paid up life policy coupled 
with waiver of rights to exercise powers 
of insured without giving to beneficiary 
the right to take down cash surrender 
value or borrow against the policy: It 
appears that such transaction is a gift 
of a future interest and therefore no 
exclusion is available.** 


F. Transfer of insurance policies in 
non-funded trust irrevocably without 
consideration, income to be distributed 
or accumulated at discretion of trustee, 
with no right to corpus until benefici- 
aries attain a specified age: It is be- 
lieved that the annual premium pay- 
ments are gifts of a future interest with 
no exclusion applicable.** 


Marital Deduction 


In general the rules that apply to the 
estate tax determination of whether a 
gift to the spouse qualifies for the mari- 
tal deduction or not apply to gifts, Sec- 
tion 1004(a) (3) of the Code states in 
general that where upon the lapse of 
time, or upon the occurrence of an 
event or contingency, or upon the fail- 
ure of an event or contingency to occur, 
such interest transferred to the spouse 
will terminate or fail, no marital deduc- 
tion will be allowed if certain conditions 
exist as noted below: 


a. If the donor retains an interest 
in the property or if an interest in the 
same property is or has been transferred 
from donor to a person other than the 
spouse for less than adequate considera- 
tion in money or money’s worth, and 


b. Because of the retained interest, 
or interest which passed to another 
other than the spouse, the donor or 
other person may possess or enjoy any 
part of the property after termination 
or failure of the interest transferred to 
the spouse, 


c. Or if the donor retains a power 
of appointment which he may exercise 
in such a way that the appointee may 
possess or enjoy the property after 
termination or failure of the interest 
transferred to spouse. 


There are certain exceptions and 
qualifications to the above general rules 
which within the limitations of this 
article cannot be explored. 


In order to qualify the transfer of a 
life insurance contract for the gift tax 


27 Joe J. Perkins, 1 T.C. 982 (1948); Frances 
P. Bolton, 1 T.C. 717 (1948). 


28 Comm. v. Boeing, 123 F. 2d 86 (9th Cir. 1941). 


marital deduction it would appear that 
the transfer would have to be outright 
to the spouse with no interest passing to 
any other person, or retained by donor, 
by reason of which any other person 
or the donor could possess or enjoy 
any part of the policy after termination 
or failure of the interest transferred to 
the spouse, or in the alternative to a 
trust which would qualify for the gift 
tax marital deduction, with income for 
life to the wife and a general power of 
appointment vested in the spouse. Such 
a trust would have to meet the five 
following conditions set out in the Sec- 
tion 86.l6a(b) of Regulation 108: 


(a) The donee spouse must be en- 
titled for life to all the income from 
the corpus of the trust. 


(b) Such income must be payable 
annually or at more frequent inter- 
vals. 


(c) The donee spouse must have 
the power exercisable in favor of 
herself or of her estate, to appoint 
the entire corpus free of the trust. 


(d) Such power in the donee spouse 
must be exercisable by such spouse 
alone and in all events. 


(e) The corpus of the trust must 
not be subject to a power in any other 
person to appoint any part thereof 
to any person other than the donee 
spouse. 


By process of elimination it would 
seem that the preceding requirements 
would prevent the gift tax marital de- 
duction from applying to a transfer in 
trust where income was to be used to 
pay premiums on policies on the life 
of the settlor. Requirement (a) would 
not be met. It would further seem that 
the preceding requirements could be met 
in a properly drafted trust instrument 
transferring paid up life insurance poli- 
cies as all or part of the corpus, where 
requirements (a) to (e) were met. 


As to outright transfers of life insur- 
ance policies to a spouse it appears that 
if the spouse’s interest is preceded by 
an interest in another, the spouse’s in- 
terest if fixed and not otherwise viola- 
ting the rule, will qualify for the marital 
deduction to the extent it can be actu- 
arialy valued, whereas if the wife’s in- 
terest is terminable, for example, install- 
ments for life balance to secondary bene- 
ficiary, and is followed by an interest 
to another as in the example and not 
coupled with a general power of ap- 
pointment in the spouse, the interest 
transferred to the spouse will not qual- 
ify for the marital deduction for gift tax 
purposes. Naturally if all right, title and 
interest in the policy is transferred to 
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the wife, it qualifies for the marital de- 
duction. 


To illustrate, suppose in Example E 
discussed above the husband irrevocably 
designates the wife as primary benefici- 
ary, under a settlement option selected 
by the insured to pay the proceeds to 
her for life, unpaid installments to the 
children, coupled with a release by the 
husband of all rights in policy, but 
without giving beneficiaries the right to 
take down cash surrender value or bor- 
row against the policy. In this situation 
it appears that the gift to the wife is a 
gift of a non-qualifying terminable in- 
terest. Conversely, if husband’s mother 
is made life beneficiary under the same 
set of facts, with unpaid installments to 
the wife or her estate, it appears that the 
gift to the wife to the extent it is sus- 
ceptible of actuarial valuation would 
qualify for the marital deduction. 


Those whose interest is sufficiently 
aroused by these selected areas of the 
life insurance gift tax question are en- 
couraged to explore the broader as- 
pects of the various situations as their 
own interest dictates. 
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Trust Administration Seeks 
Broader Fields 


The services of the corporate trustee 
have been available to those of sub- 
stantial means for generations but the 
past fifteen years have probably ac- 
counted for greater growth and demo- 
cratization in the trust field than the 
first 40 years of this century. These de- 
velopments correspond to the changing 
pattern of income and wealth creation 
brought about by the improved status 
of the wage earner and the incidence of 
sharply progressive taxation. In Bar- 
ron’s for May 3lst and June 7th, Glenn 
Garbutt outlines “The Changing Pattern 
in Trust Administration” and concludes 
that the trustee profession is alert to 
the necessity of providing comprehen- 
sive and creative estate planning for 
the expanding group of modest to 
medium means through new and less 
expensive methods of supervision. 


One of the important steps in admin- 
istering smaller trust funds economic- 
ally was the legalization of Common 
Funds which today represent well over 
one billion dollars. Estimating that some 
95% of the nation’s trust departments 
operate without benefit of this device, 
Mr. Garbutt notes the creation under 
New York State law of the first mutual 
trust investment company which will 
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in Business Advertising 


A quote from Abraham Lincoln that 
“the patent system added the fuel of 
interest to the fire of genius” heads a 
Fletcher Aviation Corporation ad featur- 
ing the place in industry for individual 
incentive. The ad points out that “men 
work best when given an incentive. . 
the scientists and. inventors who shape 
our future must have incentive ... the 
American Patent System is jeopardized 
from time to time by transitory abuses, 
but we are confident it will survive... 
and spur us on to new achievements. . 
All Americans will answer ‘Yes!’ when 
asked ‘Do you believe (in this) ?’ 

The Eastern Railroad Presidents Con- 
ference discusses the effect of Govern- 
ment control in a recent ad which pic- 
tures shelves of cereals in a grocery store 
— with products and prices in full view. 
It then poses this problem: “Suppose the 
government dictated a cereal manufac- 
turer’s price structure.” The text com- 
pliments the managements of cereal man- 
ufacturers as “astute merchandisers... 
in a free and competitive market.” The 
conditions under which the railroads 
operate are then described and the point 
of view is set forth that “they do not 
seek removal of regulation. They do ask, 
however, that railroad regulations be 
modernized to . . . bring most benefits 
to the public, labor, shippers, stock- 
holders and all concerned.” 


“Opinion is the great lady that rules 
the world” quotes Esso Petroleum Com- 
pany, Limited, in an ad which carries not 
a word about product beyond the com- 
pany’s name. It discusses a responsibility 
of industry — and indirectly a responsi- 
bility of the individual. “The first re- 
quisite of a great nation is an exacting 
public opinion . .. How is such an opinion 
formed? All have a share — the world of 
education, the press, the cinema and 
stage, literature, parliament ... and the 
public house. On it rests the fate of gov- 
ernments, and the fate of film stars. In- 
dustry has a part of its own to play in 
its creation: by maintaining, and raising, 
the standard of its social and economic 
contribution to the community.” 


A picture of a workman’s hands en- 
gaged in the sharpening of his tools, and 
captioned “These hands can borrow from 
any bank in town,” introduces Chase 
National Bank’s (New York) ad explain- 
ing loans. “The hands above belong to a 
skilled craftsman,” it continues. “He’s a 
solid citizen and a hard worker. He’s also 
proud of his work, independent about 
money as a hog on ice, and downright 
straight-laced about meeting his obliga- 
tions. That makes him a good risk for 
any banker . . . Most of the money in 
banks is money that belongs to the pub- 
lic . . . Bankers therefore must see to 
it that this money of yours is lent out 
only when there’s an excellent prospect 
of its being paid back. That’s why oc- 
casionally some loan applications are 
turned down... Bankers make mistakes, 
too. But the difference between a bank 
and an individual is that the bank has 
to have a high batting average to stay 
in business... You may not always agree 
with his judgment but of this you can 
be constantly certain: his decisions are 
based on: experience and old fashioned 
horse sense. He makes them competitive- 
ly, knowing that you can always go to 
another bank. As long as this remains 
banking’s way of doing business, your 
money will be in good hands.” 


The widespread results of Texas and 
Pacific Railway’s advertising campaign 
on the Four Great Faiths (T&E 6/53 
p. 465) came in for comment at the end 
of June in Joseph Kaselow’s column in 
the New York Herald Tribune. The cam- 
paign is strictly religious in theme, has 
the close personal attention of T&P 
president Vollmer, and has elicited let- 
ters from all over the world. 3,000,000 
copies of a booklet reproducing the ads 
have been sent out. To show how these 
ads can work on a man’s conscience, Mr. 
Kaselow reports, he was shown a letter 
to Mr. Vollmer which said in part: “From 
1913 to 1939 I stole rides on your rail- 
road. For the past three years I have 
been reading your ads ... What can I 
do to have your forgiveness and to make 
restitution?” 





provide cooperative investment services 
for the trust departments of many small 
banks in that state which would other- 
wise find it too costly to handle trust 
accounts in small volume. 


Contrary to popular belief, trust in- 
stitutions serve people of moderate 
means, says Mr. Garbutt, citing one 
New York City trust company which 
advertises its willingness to accept a 
trust of $5,000, to which additions may 





be made as conditions permit. Liberal- 
ization of investment restrictions has 
become the rule rather than the excep- 
tion and open and closed-end investment 
fund shares are permitted to trustees in 
an increasing number of states. In short, 
the conclusion is inescapable that trus- 
tee services are now in process of being 
merchandised to the mass markets, 
comparatively speaking, as personal 
banking services have been through the 
pay-as-you-go checking account. 





645 








"THIS FASCINATING TRUST BUSINESS” 


CHARLES W. HAMILTON 


Vice President & Trust Officer, National Bank of Commerce, Houston, Texas 


HILE THE TRUSTEE IS BY NO MEANS 
\\ required to accept all trusts offered 
him, having once accepted he must ad- 
minister the trust and cannot thereafter 
resign or refuse to act without per- 
mission from the court. For example, 
an enterprising trust new business repre- 
sentative of a large trust institution 
accepted without too careful considera- 
tion, the guardianship, or committee- 
ship, of an incompetent ne’er-do-well 
whose actions were ever a scandal, but 
who possessed reasonably substantial 
means. He would contract for fabu- 
lous quantities of merchandise at fash- 
ionable stores, he would take trips and 
get stranded without funds in a distant 
city, and in myriad ways cause the trust 
officer in charge of his estate sleepless 
nights and busy week-ends. 


The trustee tried to resign—the sur- 
rogate always said it could if a successor 
could be found who would accept the 
trust. There were no takers and the 
expense the trustee was put to in ad- 
ministering the trust during the first five 
years was about $75,000 in excess of 
its commissions. 

Divided Loyalty 

The very first calls that any good 
trust representative makes are on the 
directors and then the other stock- 
holders of his institution. As wills mature 
much of the bank’s stock comes in for 
administration in estates and trusts. 
In my own city, absolute control of a 
fine institution was on two different 
occasions held in the trust department. 
This causes all sorts of complications, 
of course, including the immediate ques- 
tion of divided loyalty. A Texas statute 
provides that a corporate trustee shall 
not purchase shares of its own stock for 
a trust, but that this shall not prohibit 
the retention of shares of stock already 
owned by the trust estate if such reten- 
tion is prudent. 


A corporation trustee is guilty of im- 
proper delegation if it permits others 
to do acts which should be performed 
by its own directors, officers, or em- 
ployees. A corporate trustee, for exam- 
ple, when charged with the duty of 


Excerpts from address at American Institute of 
Banking meeting, June 8, 1954, Los Angeles. 
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selling land cannot properly commit 
the sale to a broker with authority to 
determine the price and the terms of the 
sale. It is improper for a corporate 
trustee to commit to its employees, acts 
of importance which involve such discre- 
tion as should be exercised by the 
board of directors or a responsible com- 
mittee or officer. The duty not to delegate 
does not prohibit a trustee from em- 
ploying agents, as for example, a man 
to operate an oil well, or janitors, 
superintendents, and rent collectors. 
Trustees are constantly asked to file 
proxies to vote stock at annual or special 
meetings of stockholders. In Texas, a 
statute permits trustees to vote corporate 
stock by proxy, but without power of 
substitution. Most corporate fiduciaries 
have nominee partnerships for the pur- 
pose of holding title to corporate stock 
and while such procedure is an actual 
delegation, it is generally accepted as 
workable, and the results have proved 
most satisfactory. 


Complex Account 


A trustee is under a duty to keep and 
render accounts. If the trustee fails to 
keep proper accounts, all doubts will be 
resolved against him. To cut down ex- 
pense, some trust institutions have tried 
to account to beneficiaries at intervals 
of from three to five years. This will not 
always work, for some _ beneficiaries 
require — and get — monthly state- 
ments. We have one trust created by a 
mother for a son who is a whilom 
public accountant. He insists on monthly 
statements, and woe betide us if there 
is the slightest discrepancy or even typo- 
graphical error in those statements. 


Some years ago, we were executor of 
the estate of a lady who was survived by 
eight children, all adults, all college 
graduates and all extremely vocal and 
intensely interested in our administra- 
tion. The accounting was involved by 
the terms of the will, advancements were 
forgiven in part and enforced in part, 
and it was a substantial and complex 
estate. Only the sheerest circumstance 
prevented bloodshed over having the 
accounting acceptable to all eight of the 
beneficiaries. We in Texas are apt to be 


smug about our rather salutary statutes 
pertaining to ‘independent” executor- 
ships, but in this instance we would have 
preferred a court to accept our account- 
ing rather than these eight heirs. 


Beneficiaries are entitled to know what 
the trust property is and how the trustee 
has dealt with it, regardless of whether 
their interest is vested or contingent. In 
some jurisdictions, the trustee need 
not disclose the identity of his trust, 
which causes some transfer agents con- 
cern but which is nonetheless a good 
rule. We have had trusts created for the 
purpose of acquiring title to land, so 
that the identity of the real purchasers 
would not be known, and the living trust 
is a favorite method of disposing of 
property without publicity. About the 
only people entitled to inspect the 
trustee’s records, other than the bene- 
ficiaries, are the taxing authorities, and 
we have found it good practice to co- 
operate with the Treasury authorities 
and honor distraint warrants without 
requiring court approval. 


If a trustee has held himself out 
as having a higher degree of skill or 
greater facilities than others have, he 
may incur a liability by failing to come 
up to the standard which he has set. It 
is, therefore, important that trust institu- 
tions exercise restraint in their adver- 
tising of trust services. 


Control of Property 


It is the duty of the trustee to take 
and keep control of the trust property. 
A number of years ago, we were offered 
a co-trusteeship of magnificent dimen- 
sions, with commissions far greater than 
we were then earning in all of our other 
accounts. Because it was stipulated that 
the securities would be kept in a safe 
deposit box to which the trust depart- 
ment would not have sole access and 
that the books of account would be kept 
in an office maintained for that purpose 
some distance removed from our bank- 
ing quarters, we respectfully declined, 
although the bank did arrange to become 
successor trustee. An institution appoint- 
ed executor need not take physical 
possession of all the personal effects of 
the deceased, however. It is perfectly 
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workable to arrange with the family 
that personal property shall be parti- 
tioned as soon as possible after it is 
inventoried, unless there is some dispute. 


The trustee is under a duty to pre- 
serve the trust property, and hence by 
implication to insure buildings against 
loss by fire. Most trust institutions carry 
public liability insurance with respect 
to real property held in trust. 


When to 
Realize on Claims 


A trustee is under a duty to take 
reasonable steps to realize on claims 
which it holds in trust. For example a 
prominent and wealthy man died leaving 
a will in which his best friend, a local 
broker, was named co-executor and co- 
trustee along with our bank. The broker 
was very flattered. Imagine his dismay 
when in the deceased’s safe deposit box 
was found a note of hand given years 
before by the broker for a sizeable 
amount. Although the note on its face 
had been barred by the Statute of 
Limitations for some years, our broker 
could not plead limitations against him- 
self and had to pay the note in full with 
interest, an amount that was more than 
twice as much as his share of the com- 
missions. Had he not qualified as execu- 
tor he could have pled limitations. This 
duty also causes a lot of trouble in the 
investigation of worthless securities. 


It is the duty of the trustee to keep 
trust property separate, not only from 
its own property but also from prop- 
erty held upon other trusts, and to 
designate trust property as property of 
the trust. This does not prohibit invest- 
ment of trust funds in mortgage partici- 
pations or in common trust funds, nor 
the registration of stocks in the name 
of a nominee. Bank deposits should be 
secured by the bank delivering to the 
trust department government or other 
securities of value sufficient to cover the 
aggregate of all trust funds. This rule 
precludes the trustee’s leaving estate 
funds on deposit in another bank un- 
less security is given, although in a 
number of states the statutes permit 
deposits in saving banks or departments 
to the extent to which such deposits are 
insured by the Federal Deposit Insur- 
ance corporation or other Federal 
agency. 

A number of banks do not treat 
escrows as trust accounts and in some 
the escrowed funds are held in an ordin- 
ary deposit account or in the form of 
a cashier’s or bank check. We think there 
is good authority for securing escrow 
funds and that such is the safer course. 
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Trustees who early purchased common 
stocks show enormous profits in many. 
We were the trustee of a trust started in 
1925 in which the trustee was required 
by the terms of the trust to invest in com- 
mon stocks only. The original invest- 
ment of $15,000 with dividends re- 
invested grew to $1,000,000 in 1945 at 
the time the trust terminated. Those 
same assets have a market value of more 


than $2,000,000 today. 


In more and more estates interests in 
oil producing properties are found. One 
Dallas bank has an officer and five em- 
ployees of its trust department living 
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in a city 200 miles away managing some 
of its trusteed oil properties. Some of 
these properties are excellent invest- 
ments, others cause all sorts of complica- 
tions. For instance, we are the execu- 
tor and trustee under the will of a man 
who, during the year before he died, in- 
vested large sums of money in wildcat 
oil leases. Early in our administration, 
it was necessary that we determine 
whether to keep the leases alive by the 
payment of the annual delay rentals. We 
went to our friends in the oil business, 
developed all the information we could 
and finally decided, in full trust com- 
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mittee, to drop the leases and save the 
estate the delay rentals. So far, no oil has 
been found on or near any of the tracts! 


One of our most recent problems is 
a trust designed for the trustee to enter 
into wild-cat operations . . . We think 
the instrument is beautifully drawn and 
the trustee amply protected, but we 
aren’t taking chances, not big ones any- 
way. 


The rule that the trustee is under a 
duty to pay the income to the life bene- 
ficiary, unless the terms of the trust 
provide otherwise, is simple, but the 
application of the rule sometimes isn’t. 


° 





If the beneficiary is a minor, must the 
income be paid only to his guardian or 
can it be applied for the benefit of the 
minor? Since for Federal income tax 
purposes a 2714% depletion allowance 
is permissible with respect to income 
from oil properties, does that mean that 
the other 7214% is income to the bene- 
ficiary? Texas has adopted a statute that 
so provides. I am familiar with a case 
where a husband left his estate in trust 
and provided that the trustee pay all of 
the income to his wife for her lifetime. 
The trouble is that the income is cur- 
rently running at the rate of $750,000 a 
year. If the husband had left the dis- 
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CONDENSED STATEMENT OF CONDITION, JUNE 30, 1954 


ASSETS 
Cash on Hand andin Banks . .....++: ++% 232,217,668.53 


United States Government Securities . 


453,137,994.98 


State, Municipal and Other Securities, including 


Stock of the Federal Reserve Bank 
Loans and Discounts . ..- 22+ eeeeces 
Bank Premises. ..20+ceeeseseveccve 
Other Real Estate ..2.escccececesevrceecs 


Other Assets. .. 2 + « 


eens et e@eeeeee#e?¢#*e@ 


132,924,409.92 
§07,112,052.71 
3,147,977.51 
1.00 
5,832,250.32 


$1,334,372,354.97 


LIABILITIES 


Capital Stock .2.eecece $ 
Surplus 260 @ 68.6 @ © 
Undivided Profits ..-.«« 


DEPOSITS 
Commercial and Savings 
Estates and Corporate Trust . 


Accrued Taxes, Interest, etc. 


Other LieBilities «we ccc eee eee ee eee 


17,500,000.00 
50,000,000.00 
11,229,139.38 


Capital Funds $ 78,729,139.38 


« - $1,208,161,222.21 
34,884,292.91 1,243,045,515.12 


9,082,475.46 
3,515,225.01 


$1,334,372,354.97 


United States Government Securities carried at $104,361 ,855.30 are pledged tosecure U S Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law 





Assets are shown NET after deducting Valuation Reserves. 


Ohio’s Largest Bank 
welcomes individuals and corporations 
seeking new or additional banking services. 


61 CONVENIENT OFFICES 


Northern Ohio: 


Painesville ¢« Willoughby 


* Bedford « Solon 


Lorain and 
Everywhere in Greater Cleveland 


COMMERCIAL - 


SAVINGS «- 


TRUSTS 


Largest branch banking system between New York and California 


754,246 SAVINGS AND CHECKING DEPOSITORS 


Member: Federal Deposit Insurance Corporation 


Federal Reserve System 


tribution up to the discretion of the 
trustee, it would have at least provided 
an additional taxpayer. 


Some trust companies will not accept 
any appointment with a co-trustee for 
the very honest reason that they have 
found a co-trustee to be a hindrance 
rather than a help. Most, however, 
will work with co-trustees and in the 
oil country we particularly welcome as 
co-trustee a man well versed in the many 
problems of that industry. 


A AA 


20 Questions 


(Continued from page 611) 


lays in administration. By the creation 

of a Living Trust, the settlor can choose 

the state law that is to govern its validity 

and interpretation. 
* * * 

After answering these 20 questions, it 
is submitted that the Revocable Living 
Trust offers more opportunities for flex- 
ibility and economy than does a Testa- 
mentary Trust. By the use of a Re- 
vocable Living Trust, the estate owner 
can do everything he could do by the 
use of a Testamentary Trust, and some 
things that he could not do at all or only 
at an additional expense. 


Perhaps the most important advantage 
of a Living Trust is that it affords the 
opportunity for continuous consultation 
between the estate owner and the trus- 
tee. In this manner, there can be an in- 
terchange of information by which the 
trustee becomes more familiar with the 
desires of estate owner for his family, 
and the estate owner becomes better 
informed as to how a trust can provide 
for his family after his death. 


No estate plan should be formulated 
for an estate owner without considering 
the use of a Revocable Living Trust. 
It may not be advisable in every case for 
various reasons, but its use should be 
considered because of its flexibility and 
economy, and because it affords the op- 
portunity for the estate owner and the 
trustee to take a “shake-down cruise” 
together, during which time changes can 
be made to make a better dispositive 
plan, before the death of the estate 
owner, when the trustee must take over 
the wheel of the family ship alone. 


A A SD 
Public Relations School 
Enrollment Filled 


Enrollment for the freshman class 
of the 1954 School of Financial Public 
Relations filled the class to capacity. 
with applicants from 28 States, Hawaii 
and Canada. 
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TRUST PERSONNEL CHANGES — 



















CALIFORNIA Chicago Colby A. Cogswell named second vice 
; NORTHERN president and George B. Milnor an 
Pasadena & S. C. Bradford (formerly executive Trust Co. assistant secretary, in the trust de- 
Santa Barbara vice president) elected president to partment. Cogswell, a Dartmouth 
UNIon NATIONAL succeed the late Charles L. Wright; graduate, will handle important institutional accounts; Milnor 
BANK Merle B. Cameron, named trust officer, is a graduate of U. of Pennsylvania. 
formerly was asst. trust officer of the 
First NATIONAL Trust & SAVINGS BANK, Santa Barbara. INDIANA 
Indianapolis William F, Elliott appointed vice 
COROT AMERICAN president and trust officer. A gradu- 
New Haven Frederick B. Harris elected vice presi- NATIONAL BANK ate of Michigan Law School in 1936, 
SECOND dent. Harris, formerly trust officer, he was commissioner of the Marion 
NATIONAL BANK spent most of his business life in the County Probate Court after military service. In 1951 he 
trust field having been with The Han- resigned to specialize in estate planning work at Chicago. 
over Bank and the Bankers Trust Co. in New York. He is a A member of the Indiana Probate Code Commission, he super- 
member of the Public Relations Committee of Connecticut vised preparation of the first draft of the probate code en- 
Bankers Assn., and in 1951 served as chairman. acted in 1953. 
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FREDERICK B, HARRIS R. TOWNSHEND F. T. TINSLEY, Jr. =e . . ee 
New Haven New Haven Leesburg, Fla. Chicago pa be agg Detroit 
















New Haven Raynham Townshend, trust officer, 
UNION & NEW elected to the additional position of Micumaan 
HAVEN TRUST Co. secretary and will take over duties Detroit Lewis S. Robinson, vice president and 
handled by Emil L. Roth, vice presi- NATIONAL BANK asst. trust officer, appointed head of 
dent. Townshend joined the bank in 1937. OF DETROIT the corporate trust division, succeed- 
ing C. H. Haberkorn, Jr., who retired 
DISTRICT OF COLUMBIA May 31. A graduate of Princeton U. and the U. of Michigan 





Law School, Robinson practiced law in Detroit for 12 years 






Washington J. Eliot Moran, trust officer in charge . alien 
AMERICAN SECURITY of the corporate trust department, and served four years with the U.S.A.A.F. achieving the 
& Trust Co. retired after 37 years with company. rank of Major. He joined the bank in 1946. 









FLORIDA MISSISSIPPI 
Leesburg Frederick T. Tinsley, Jr., joined the Jackson Kenneth W. Wills resigned as trust 
FIRST bank as trust officer. He recently had First NATIONAL officer to establish his own business in 
NATIONAL BANK been trust officer of CENTRAL TITLE BANK investment securities. He is a past 





president of the trust division of the 
Mississippi Bankers Association. 





& Trust Co., Orlando. He is presently 
vice chairman of the Trust Division, Florida Bankers As- 













sociation. 
MINNESOTA 
Miami Beach C. W. Davis elected vice president in : } E 
NorTH SHORE addition to his present title of trust Minneapolis Vice president Henry Henretta re- 
BANK officer. FIRST tired as head of the corporate trust 
NATIONAL BANK division and is succeeded in that post 
GEORGIA by Frank B. Krause, asst. vice presi- 
dent. Henretta s d the bank 26 ye d headed 
Macon Frank C. Pinkston appointed asst. Be tt eee ee ee 





and pension divisions since 1936. 







CITIZENS & SouTH- trust officer. 
ERN NATL. BANK 






NEW YorRK 














ILLINOIS New York Harry F. Jonsson, investment officer, 
f CHASE promoted to second vice president; 
Chicago James W. Ashley newly elected as- NATIONAL BANK Roger A. Lyon appointed an invest- 
CONTINENTAL ILL- sistant secretary in the trust depart- niet olliear 
aa eee BANK ment. Joining the predecessor Equitable Trust Co. in 1923, Jons- 
RUST UO. son studied at City College in New York and New York U., 
Chicago James VanDyke elected asst. trust offi- and is now attending the Graduate School of Banking at 
MERCANTILE cer. Previously he was investment Rutgers U. Lyon joined Chase following graduation from 
NATIONAL BANK analyst with Continental Illinois Na- Princeton in 1950, and received an M.B.A. degree from Rut- 









tional Bank & Trust Co. gers in 1954. 
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New York 
CHEMICAL BANK 
& Trust Co. 


Frank S. Dibrell elected an asst. trust 
officer. With the personal trust de- 
partment since 1934, after receiving 
his degree of Master of Business Ad- 


ministration, Dibrell is also a member of the Arkansas and 
Federal Bars. Also elected asst. trust officer was James E. 
Kennedy, in the pension trust department. 


New York 
IRVING 
Trust Co. 


New York 
MANUFACTURERS 
Trust Co. 


Spring Valley 
RAMAPO 
Trust Co. 


North Wilkesboro 
NORTHWESTERN 
BANK 


Toledo 
TOLEDO 
Trust Co. 


Portland 
UNITED STATES 
NATIONAL BANK 


Bristol 
BRISTOL* 
TRustT Co. 

*See mergers. 


Philadelphia 
PROVIDENT 
Trust Co. 


Frederick van B. Joy, with the bank 
since 1953, named an assistant vice 
president in the personal trust di- 
vision. 

George S. Baird and J. Russell Lee 
appointed asst. trust officers, in per- 
sonal trust department. 


Bernard A. Kennedy (secretary-treas- 
urer) appointed trust officer. 


NorRTH CAROLINA 


J. Kemp Doughton elected trust officer 
succeeding Edwin Duncan, executive 
vice president and trust officer. 


OHIO 


Julian O. Northcraft, former Ohio As- 
sistant Attorney General, appointed a 
member of the trust department staff. 


OREGON 


Martin E. Olson named asst. trust offi- 
cer in the new business section of the 
trust department. 


PENNSYLVANIA 


Donald Stuck elected asst. trust officer. 
having joined the company in 1953. 
Prior to military service, he was with 
Mercantile Trust Co. of Baltimore. 


Donald M. Cunningham named trust 
officer. A legal consultant to the 
Atomic Energy Commission, Assistant 
Dean at the Law School, U. of Penn- 


New Trust Department of the Tacoma Office of the Bank of Cali- 
fornia, N.A. The carpeting is green and the chairs burnished sienna. 


Shelton began his banking career as a messenger in 1925, 
and received his law degree from the North Texas Law 
School. He is past chairman of the Trust Section of the 
Texas Bankers Association, and was one of the organizers 
and one of the past chairmen of the Fort Worth Business and 
Estate Council. 


Buckman started with the bank in 1935 as an office boy. 
His thesis for the Graduate School of Banking of Rutgers 
University, on “Community Property Problems in Texas 
Estates,” was one of 27 out of 290 selected for inclusion in the 
library. 

Stevenson joined the trust department in 1941, and under 


his guidance the bank’s Common Trust Fund was established 
on February 1, 1948, being the first in Texas. 


VIRGINIA 


Norfolk 
SEABOARD CITIZENS 
NATIONAL BANK 
Richmond 
CENTRAL 
NATIONAL BANK 


Leighton P. Roper elected trust officer, 
having formerly been Assistant City 
Attorney for Norfolk since 1950. 
William L. Nichols promoted to trust 
officer. 


CANADA 


sylvania, and Assistant Director of the Committee on Con- 
tinuing Legal Education of American Law Institute, Cun- 
ningham joined Provident in October 1953 and was recently 
appointed secretary of the newly formed Trust Development 
Committee of the bank. 


Edwin M. Fox, secretary, also named 
asst. trust officer. 


Reading 
City BANK & 
TRusT Co. 


TEXAS 


Floyd O. Shelton advanced to vice 
president and senior trust officer; 
trust officers J. D. Buckman, Jr., and 
O. Roy Stevenson advanced to vice 
president and trust officer; O. D. McCaulley elected trust 
officer. 


Fort Worth 
Fort WorRTH 
NATIONAL BANK 


O. R. STEVENSON 
Fort Worth 


F. O. SHELTON 
Fort Worth 


J. D. BUCKMAN, Jr. 
Fort Worth 
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Calgary, Alberta 


Trust personnel of the branches of 


MONTREAL TRUST Co. since its ab- 
sorption of Northern Trusts Co. (re- 
ported in May T&E p. 488): Cal- 
gary: J. R. Alexander now manager; 
E. C. LeNeveu now manager of cor- 
porate trusts; Regina: Duncan Grosch now manager; Win- 
nipeg: Clarence Lowe now manager; Harold R. Parker man- 
ager of estates and trusts division; J. Herbert Riley now 
chairman of the Winnipeg Advisory Board. For the time 
being there will be two offices in Winnipeg, at 218 Portage 
Avenue and 333 Main Street. 


Regina, Saskatch. 
Winnipeg, Manitoba 
MONTREAL 
TRusT Co. 


IN MEMORIAM 


H. FosTER CLIPPENGER, vice president in trust de- 
partment of the FLETCHER Trust Co., Indianapolis. 


FrED W. ELLSWoRTH, retired vice president of HI- 
BERNIA NATIONAL BANK, New Orleans, Louisiana. 


JAMES S. ROGAN, president of AMERICAN NATIONAL 
BANK, Indianapolis. 


GILBERT YATES, retired vice president of CHEMICAL 
BANK & Trust Co., New York. 
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TRUST 
EMPLOYMENT EXCHANGE 





Address correspondence to Trusts 
and Estates, 50 East 42nd St., New 
York 17, attention Employment Ex- 
change and code number. 


Widely experienced trust executive 
with 25-year background in administra- 
tion, investments, corporate trusts and 
estate planning seeks position with pro- 
gressive trust department. See ad S-47-1. 


Southern California bank wants young 
administrative assistant with college, 
trust and legal background. See ad 
H-47-2. 

Upstate New York bank desires trust 
executive with knowledge of administra- 
tion and investments. See ad H-47-3. 


Assistant trust officer wanted by bank 
in mid-western city over 100,000; some 
trust experience and legal training. 47-4 


Investment analyst is sought by Den- 
ver bank. See ad. 


Miami bank needs trust officer to head 
and develop new business for recently 
established trust department. 47-5 


Assistant trust officer, member of the 
Bar with J.D. degree and three years 
trust administration experience, desires 
position with future in progressive trust 
department anywhere. 45-1 


Trust investment officer, mature de- 
partment experience, 46, two banking 
connections lasting 22 years, in charge 
common trust fund, corporate trusts, 
with personal trust experience, seeks 
advancement in permanent connection. 
46-2 

Texas bank seeks new business man 
with trust background; development ex- 
perience secondary to personality. 46-3 


Trust officer, 44, experienced in estate 
planning, investments, insurance, and 
business problems, desires position in 
trust department. 46-4 


ADMINISTRATIVE ASSISTANT 


Excellent opportunity for young man, 28 
to 33, in Trust Department of medium- 
sized southern California bank. College 


degree. Trust experience. Legal back- 
ground helpful. Write fully in complete 
confidence. 

Box H-47-2, Trusts and Estates 

50 East 42nd St., New York 17 


TRUST EXECUTIVE WANTED 


Upstate Eastern New York Bank with 
assets of $30 Million interested in man for 
executive position in Trust Department; 


must have a good knowledge of Trust 
Administration and Investments, excellent 
opportunity for right man with salary 
proportionate to qualifications. 


Box H-47-3, Trusts and Estates 
50 East 42nd Street, New York 17 
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MERGERS and NEW TRUST 
POWERS GRANTED 


Los Angeles & San Francisco, Cal.— 
Merger of the CALIFORNIA BANK (includ- 
ing its affiliate CALIFORNIA TRUST Co.), 
Los Angeles, and the CROCKER First NA- 
TIONAL BANK and BANK OF CALIFORNIA 
in San Francisco will be voted on the 
latter part of August by stockholders. 
The combined institution would be named 
BANK OF CALIFORNIA, and it would result 
in the third largest in the State. 


Oakland & San Francisco, Cal.—Stock- 
holders of SAN FRANCISCO BANK have 
approved its purchase of the CENTRAL 
BANK in Oakland, under the title of the 
former. The combined institution would 
have assets of more than $500 million, 
with a total of 24 banking offices, with 
Henry Verdelin continuing as president. 
Transamerica Corp., holder of more than 
two-thirds of the issued shares of Cen- 
tral Bank, had previously approved the 
proposal. 


Hartford, Conn. — Stockholders and 
supervisory authorities approved merger 
of HARTFORD--CONNECTICUT TRUST Co. 
and the PHOENIX STATE BANK & TRUST 
Co. under the name of CONNECTICUT 
BANK & Trust Co., as of July first. Com- 
bined trust assets will total over $400 
million, and there will be 21 offices. 
Lester Shippee, former president of 
Hartford-Connecticut, will be chairman 
of the combined institution, and Raymond 
C. Ball, former president of Phoenix, will 
serve as president. 


Baltimore, Md.—Consolidation of the 
BALTIMORE NATIONAL BANK and the 
FIDELITY TRUST Co., under the name of 
FIDELITY-BALTIMORE NATIONAL BANK & 


TRUST Co., was voted by stockholders on - 


July 8. 


Brentwood, Mo. — Certificate issued 
BRENTWOOD BANK, entitling it to exer- 
cise all or part of fiduciary powers grant- 
ed to trust companies. 


St. Joseph, Mo. — Fiduciary powers 
granted to MECHANICS BANK OF ST. 
JOSEPH. 


Bristol, Pa.—BristoL Trust Co. and 
the SOUTHAMPTON STATE BANK have 













INVESTMENT ANALYST 
WANTED 


The United States National Bank of Den- 
ver is seeking an individual who has the 
educational background, training and 
personality suitable for the following 
duties and responsibilities in the Trust 
Department: Trading, Broker Contact 
Work, Security Analysis, Customer Con- 
tact and Account Analysis. This is an 
excellent opportunity to grow with a 
growing department. Salary to be com- 
mensurate with abilities and experience. 
Reply directly to P. O. Box 5250, Denver, 
Colorado, attention Arch L. Metzner, Jr., 
Trust Officer. 























































merged under the title of DELAWARE 
VALLEY BANK & TRUST Co., with the 
necessary approval. 


Dallas, Texas — Directors approved 
merger of the DALLAS NATIONAL BANK 
and the First NATIONAL BANK IN DAL- 
LAS, under the latter name. Ben H. 
Wooten will be president of the merged 
bank, Blagden Manning, chairman of 
the executive committee; J. C. Tenison, 
vice chairman of the board; and Joe 
Agee a senior vice president. Other offi- 
cers will bear the same titles they now 
carry. 


Alexandria, Va. — First NATIONAL 
BANK and the CITIZENS NATIONAL BANK 
have consolidated under the name of 
First & CITIZENS NATIONAL BANK. 
Main offices are at 531 and 507 King 
Street, with five branches and another 
under construction. 


Huntington, West Va.—Trust powers 
have been granted to GUARANTY Na- 
TIONAL BANK (formerly GUARANTY BANK 
& Trust Co.). 


Kenosha, Wis.—Trust powers granted 
to KENOSHA NATIONAL BANK under the 
Federal Reserve Act, as of June 15th. 


A A A 


Rapport Leaves Association 
Post to Join Hartford National 


Richard Rapport, executive manager of 
the Connecticut Bankers Association and 
former State Bank Commissioner,’ will be- 
come a vice president of Hartford Na- 
tional Bank & Trust Co. in September 
after a replacement has been secured 
to head the staff of the bankers’ asso- 
ciation. In commenting on the appoint- 
ment, President Osborn Enders said, 
“The continual growth of Hartford Na- 
tional and of Connecticut business gives 
opportunity for still greater activity in 
the correspondent field, and it was with 
this in mind that we asked Mr. Rapport 
to join our organization.” 


VICE PRESIDENT & 
TRUST OFFICER 


Desires executive position with progres- 
sive trust institution; age 48, married, 
presently employed. 25 years successful 
practice directing operations of trust de- 
partments in National Banks located in 
NYC area and Southwest. Experienced in 
estate & trust administration involving 
separate and community property; securi- 
ties, oil & gas interests, businesses, ranch- 


es; corporate trusts and agencies. BS & 


LLB Degrees; also graduate of GSB 
majored in trusts. Sound knowledge of 
estate planning; broad public speaking 
and customer relations experience; agree- 
able personality, ability to cooperate with 
lawyers in planning wills and trust instru- 
ments; natural proclivity for developing 
new business; excellent record, best refer- 
ences, resume available. 


Box S-47-1, Trusts and Estates 
50 East 42nd St., New York 17 








ON THE PUBLICITY FRONT 


Forums 


Nearly 500 women attended a banking 
and trust forum and tea, the first of its 
kind to be held in Pittsburgh, sponsored 
by the Peoples First National Bank & 
Trust Co. with Helen Wayne Rauh, a 
local TV celebrity, as moderator of a 
panel of the bank’s officers. Attendance 
was by invitation to a special list who 
were asked to submit questions on a card 
enclosed with the invitation. A large 
number of questions were received, per- 
taining to trusts, estate planning, invest- 
ments, loans and general banking prac- 
tices. The moderator directed these ques- 
tions to the various forum members for 
answers. Wives of the officers served as 
hostesses and poured at the tea. 


Two half-hour television programs 
were produced in April by Citizens Na- 
tional Trust & Savings Bank, Los 
Angeles, to inform women about the 
bank’s trust services. The first program 
featured an interview between a trust 
officer and a married couple. It was 
entitled “Your Estate — Or Is It?” and 
stressed the need of planning for the 
estate’s disposition. The second period 
was devoted to questions and answers 
on wills, trusts and taxes. Trust officers 
of the, bank answered questions sent in 
by viewers of the first program. A 
pamphlet on trust services was offered, 
and inquiries began coming in before 
the trust department staff “actors” had 
time to get back from the TV station. 
Requests for the pamphlet ran into the 
hundreds, and the number of promising 
new contacts affords reason for the 
trust department’s conclusion that the 
experiment was highly successful. 


Booklets 


Detroit Trust Co.’s attractive and 
readable Quarterly, which regularly fea- 
tures business, professional or charitable 


activities of the area and in the cur- 
rent issue presents the story of the 
Detroit Post Office, also contains a two 
page story about escrow agents and 
business life insurance with which the 
Company announces its booklet, “Mys- 
tery Partner.” The inside front and back 
covers usually contain trust ads — this 
time, on out of date date wills and 
available executors. The former is ac- 
companied by a photo of pleasure boat- 
ing in the park in 1920. The latter carries 
a drawing of Rip Van Winkle waking 
up and the caption, “Rip Van Winkle 
is not alone in growing old.” 


A brochure — “Security in a chang- 
ing world” — published this year by 
Fidelity Trust Co., Pittsburgh, presents 
the over-all story of the corporate fidu- 
ciary’s service to the individual in pre- 
serving his estate. Starting with a con- 
sideration of present day difficulties in 
both accumulating wealth and holding 
it together for the family, the booklet 
answers four basic questions regarding 
investment management, sympathetic in- 
terest in the family, protection of funds 
and costs. For example, in discussing 
investment policy the brochure cites 
Fidelity’s actual changes in investment 
portfolios (in general) during recent 
years, explaining the value of the bank’s 
three Common Trust Funds, and stresses 
the importance of flexibility as illus- 
trated by the needs of the inflation years. 
Costs are discussed in larger terms than 
fees alone, and an instance cited of a 
customer who was planning to pay an 
individual executor $10,000, upped it to 
about $12,500 for the bank, but saved 
$38,000 for his wife through estate 
planning changes which Fidelity sug- 
gested. The pamphlet is persuasively 
written, beautifully illustrated. 


The current issue of Montreal Trust 
Co.’s always enjoyable booklet — “Fore- 





Panel at Peoples First National Bank & Trust Co.’s recent Pittsburgh forum for women. 

Left to right: John D. Dupuis, vice president in charge of Loans; Malcolm E. Lambing, 

vice president in charge of Investments; William J. Copeland, assistant vice president, Estate 

Planning; Robert D. Ferguson, vice president in charge of Trusts; Robert C. Downie, 
president; and Helen Wayne Raub who served as moderator. 
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thought” — includes an aarticle on 
bridges which likens them to estate plans. 
“With bridges you can see the prob- 
lems of stress and strain, the work of 
the abutment, the arch, the cable, the 
brace and the strut . . . the bridge built 
for utility and strength is also, almost 
invariably, beautiful . . . a beautiful 
estate plan (combines) strength, flexi- 
bility, and the essential ability to provide 
a good passage from one generation to 
another — like a bridge.” In discussing 
“The Biggest Gift Problem” — that of 
giving one’s property by Will — the 
booklet states frankly that “It is not our 
contention that trust provisions are an 
essential part of every will for we 
naturally know many cases where the 
immediate, outright distribution of prop- 
erty better meets the wishes of the prop- 
erty owner and the needs of his heirs. 
Yet we also know of many cases where 
trust provisions . . . would almost cer- 
tainly have assured more safety, more 
comfort and more money.” The discus- 
sion then explains how a trust can make 
“one will do the work of two.” 


The “Trust Thought of the Month” 
in the folder put out by Public National 
Bank & Trust Co., New York, deals with 
Charity in its legal sense, which is 
“broad enough to include every gift for 
a general public use whether its benefits 
be extended to the rich or to the poor.” 
The folder discusses charitable gifts as 
“one of the characteristics which dis- 
tinguishes our free society,” considers 
the advantages of direct gifts and of 
charitable trusts, and devotes three para- 
graphs to the New York Comunity Trust, 
for which it is one of the trustee banks. 


People have been paying taxes for 
more than 5,000 years, and “Ancient 
Rome did not collect a cigarette or gas- 
oline tax, but Romans paid toll for the 
use of the Appian Way, a wheel tax on 
their chariots, and property taxes based 
on assessed values,” according to Claude 
D. Edwards, assistant trust officer, in a 
special supplement to the staff magazine 
of State-Planters Bank & Trust Co., 
Richmond, Va. The article describes 
the work of the tax department in con- 
nection with various kinds of trust de- 
partment accounts, especially estates. 
Mr. Edwards states that his department 
is carrying “current records of names 
and addresses of 133 tax assessment 
and collection offices . . . with which we 
actually filed returns and/or paid taxes.” 
Requirements imposed upon fiduciaries 
mean that the department must keep on 
hand 106 blank returns and forms all of 
which are used at least annually.” 


(Continued ) 
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Advertising 


“Even the best arrow must be aimed” 
advises Pennsylvania Company for 
Banking & Trusts, Philadelphia, in an 
ad with a Robin Hood archer aiming 


‘Gren the BEST ARROW 


So said the English bowmen, SH) years 
ago—cnd 10 says American 
common-sense today, when 
the quesison is choosing a” executor. 


3 an old story, as court records show 
A man’s wile and children recerve /es) of hes 
estate than they should — because an inexperienced 
executor didn t kinere hus job 
A shp of two here. a few errors there — no single one 
costing very much —bur all sogecher adding up to 
considerable sum that the man s family dudes get 
The lesson os clear 


Even 2 well-drawn Will can fasl to give the utmost to your 


apport an executor that know s, from expenence. exactly 
what must be done and how two gu about doing 

YOUR WILL AND YOUR EXECUTOR? 

If you haven t made a Will —see your lawyer about # soon 

You need hus heip—and so dors your family’ 

As for choosing your executor remember 
Hf you want your family to get all of your property, in the 
way that will help them most, THE APPOINTMENT 
OF AN EXPERIENCED EXECUTOR IS JUST AS 
ESSENTIAL AS A LAWYER-DRAWN WILL 





at a target. The proverb of the English 
bowmen is here applied to estates .. . 
even the best estate must be “aimed” 
at its goal by a well-drawn will and a 
capable executor. 


“The Big Penny” illustrated in a 
Merchants National Bank & Trust Co. of 
Indianapolis ad, which aroused wide- 
spread attention, is the penny’s worth 
of life insurance bought by a 30-year 
old man who thereby obtains a half- 
dollar’s worth of protection. “Regard- 
less of age,” the ad says, “life insurance 
is one of the world’s best buys. Almost 
every successful man has a life insur- 
ance program to provide security for his 
family.” The ad carries the bank’s 
recommendation of life insurance for 
family security based on “our experience 
with the many estates we manage.” When 
this ad was run, copies and a covering 
letter from the chairman of the board 
were sent to the 400 members of the 
Indianapolis Association of Life Under- 
writers, Inc. In response the bank re- 
ceived not only an appreciative letter 
from the Association, but orders for 
copies of the ad from 18 life insurance 
companies, 


“The case of James Drummond... 
his only daughter lost $50,000 through 
his oversight!” This heading in a Bank 
of America ad is followed by the story 
of Drummond’s will with special be- 
quests in dollar amounts and remainder 
to the daughter, his subsequent business 
reverses and neglect to change the will, 
and the daughter’s resultant heritage of 
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a mortgaged house and $7,500 instead 
of the free home and $60,000 she should 
have had. The bank explains that the 
name is fictitious but similar cases often 
come before the California courts. 


“More People Making Wills Than 
Ever Before in City’s History.” This 
news headline and a few sentences of 
the article are reproduced in a Fulton 
National Bank, Atlanta, ad which com- 
ments appropriately on the bank’s own 
observation of an increase in the num- 
ber of wills naming the Trust Depart- 
ment — more than in any other year. 


“She threw her $5,000 into San 
Francisco Bay,” just to keep up with 
her husband, who threw his money away 
by gambling, says Huntington National 
Bank of Columbus, but that is no more 
foolish than to lose a much larger sum 
“through sheer neglect to find out what 
high taxes his estate is liable to and how 
those taxes could be greatly reduced.” 
The text comments on the results of 
estate analyses and offers free analysis 
service. 


The “Twin Pillars of Safety” pictured 
and described in an ad from Commerce 
Union Bank, Nashville, are “your attor- 
ney and the Trust Department of this 
bank.” Four brief paragraphs are de- 
voted to the “strong safeguards for the 
future security of your family” which 
they can provoke. Copies of the ad were 
sent to attorneys with a cover letter say- 
ing that the bank recommended to in- 
dividuals that they should consult their 
attorney about their will, and expressed 
the hope that the attorney might suggest 
to clients that they could protect their 
estates from “excessive administration 
costs” and “avoid burdening a relative 
or friend” by naming the bank executor 
and trustee. 





“One Key to Freedom” — vividly pic- 
tured in a group of keys — turns out 
to be life insurance in the ad of Na- 
tional Bank of Commerce, Norfolk. The 
text explains how additional life in- 
surance solved the problems of three 
people, who wanted, respectively, to 
assure completion of a son’s education, 
to provide a retirement income, and to 
fund a business buy-sell agreement. 


“Your Retirement . . . Failure or 
Success?” asks an ad from Rhode Island 
Hospital Trust Co., Providence, which 
pictures the farewell party at the office. 
“The clue to successful retirement is 
planning your personal and financial 
activities ahead of time,” the ad states, 
and recommends establishment of a liv- 
ing trust to be increased “during your 
best earning years” and to be available 
for income at retirement. 


“This is what we mean by a living 
trust!” explains State-Planters Bank & 
Trust Co., Richmond, in an ad which 
pictures a man in mid-stream enjoying 
his fishing trip. The text explains how 
the trust “created and operative during 
your lifetime, gives you freedom to live 
as you want to live .. . time for a day 
on your favorite trout stream or a 
hundred days on a world cruise” and 
how the living trust can develop into 
a complete estate plan to provide not 
only for the present but also for the 
family’s future. State-Planters, which 
operates a Common Trust Fund, further 
advises that “even for those with modest 
accumulation, a living trust at State- 
Planters can have the advantage of broad 
investment diversification and _ super- 
vision.” 

“This widow has to think twice about 
her every day expenses” states a First 
National Bank of Chicago ad, picturing 





From First National Bank of Chicago ad 


the lady studying a pile of bills while 
in the background her daughter shows 
off a new dress to the current beau. The 
text discusses the difficulties of paying 
expenses from trust income alone, sug- 
gests supplementary payments from 
principal, and concludes that “in these 
days flexible estate arrangements are 
basic.” 


The vacation theme also appears in 
American Trust Co., Charlotte, N. C.’s 
ad entitled “The Happy Times.” The 
picture shows the whole family happily 
en route to vacationland. The text, 
however, gives this thought an unusual 
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switch: “Planning your vacation is im- 
portant. But have you taken a few hours 
to provide your family these same pleas- 
ures in years to come?” A discussion 
of a “planned estate” follows, with the 
conclusion that “A little planning can 
make happy times ahead.” 


“Give Your Child Life Insurance” sug- 
gests an ad of “First & Merchants 
National Bank, Richmond. The picture 
of the child does not convince the 
reader that the youngster has received 
the gift with great enthusiasm, but the 
text sets forth briefly and with com- 
mendable lucidity the facts which make 
such a gift practical and advantageous 
to both the donor and the donee. 


“Facts You Should Know About Your 
Will . . . and about The Trust Depart- 
ment of this Bank” form the content 
of a “Know Your Bank Week” ad of 
Edwardsville (lll.) National Bank & 
Trust Co. Six items are included. The 
first two relate to the advantages of 
having a will and keeping it up to date. 
The other four deal with the trust de- 
partment services as executor and 
trustee. The concluding announcement 
that “you are invited to visit our bank 
to ask questions during Know Your 
Bank Week” makes it doubly easy for 
a potential customer — especially one 
who may think his estate is too small — 
to follow the ad’s suggestion to discuss 
matters with a trust officer. 


“Are you leaving it up to the State 
to decide your family’s future?” asks a 
Plainfield (N.J.) Trust Co. ad, with a 
charming picture of a mother and baby. 
The text points out that without a will, 
the state will determine who is to re- 
ceive your property, in what proportion, 
and who is to settle the estate. 

In a reverse twist from the usual 
trust ad, State Street Trust Co., of Bos- 
ton, says in a recent ad, “A Trust Com- 
pany? Yes... but also a complete com- 
mercial bank.” The text comments that 


Serves The 


American Security and Trust Co. of Wash- 
ington, D. C., receives an award from Wash- 
ington Board of Trade, American Ideals 
Committee, for outstanding newspaper cam- 
paign promoting and stressing American 
Ideals. Left to right: Frank M. Perley, 
vice president, American Security; Briga- 
dier General Bonner Fellers, USA Ret., 
Guest Speaker; and Ed Place, Chairman, 
American Ideals Committee. 





“our title and the large scope of our 
Trust Department services have at times 
created the mistaken impression that 
we restrict our operations to Trust busi- 
ness exclusively.” The commercial bank- 
ing services are then described. 


“5 Dimensional service to corpora- 
tions” is offered in a recent ad of Chem- 
ical Bank & Trust Co., New York. The 
first four are grouped — transfer agent, 
registrar, trustee, and paying agent. The 
fifth “dimension” is the “long experi- 
ence” which Chemical has gained in 
many of “solving all kinds of 
corporate agency problems.” 


years 


“Don’t sign away your life .. . or 
the future of someone who depends on 
you” warns Houston Bank & Trust Co. 
The text stresses the importance of legal 
advice regarding contracts and _ wills. 
and tells the reader that “the modest 
fee you pay him is an investment in 
security. Hire a lawyer and pay him 
gladly. It may keep you out of costly 
complications.” 


Community 


THE STAMFORD TRUST COMPANY 


Stamford 


Established 1891 


Connecticut 


Member Federal Deposit Insurance Corp. 
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CAN ADVERTISING GET TRUST BUSINESS 
WITHOUT SOLICITATION ? 


SPENCER CLINTON 


Vice President, The Purse Company, Chattanooga, Tennessee 


DVERTISING ALONE WILL SELL TRUST 
i cousten just as advertising alone 
will sell soap, tooth paste, Florida sun- 
shine, cigarets, or a trip to Europe. To 
say that a bank shouldn’t use trust ad- 
vertising unless officers can follow leads 
is as silly as to say that a boy shouldn’t 
go to high school unless he can also go 
to college. 


Advertising backed by personal calls 
will sell more trust business than will 
advertising alone — just as personal 
solicitation, backed by advertising, will 
sell more than solicitation alone will 
sell. You can cut paper with one blade 
of a pair of scissors, but both blades 
must work together to do the job right. 


In 32 years, I have seen direct mail 
advertising bring trust business to many 
banks, with little or no_ solicitation. 
Here are reports from banks whose ad- 
vertising my Company has prepared: 


“The first mailing to 250 names 
brought requests for our master booklet 
from 114 persons. We have received 3 
wills from persons on our list. An attor- 
ney tells me he has drawn wills for 8 
persons and named us in 6 of these. Nat- 
urally we are well pleased; our one 
regret is that we did not come to you 
sooner,” 


“Last evening I called at the home of 
a wealthy woman to pick up her will, 
naming our bank co-executor and co- 
trustee. She said: ‘This is the result of 
reminders that you have sent me over 
many years. At first I did nothing. Then 
I started to read your advertising. It 
aroused my curiosity. Finally I called to 
see you. You now know the result.’ ” 


“Your Company has been handling our 
trust advertising for 10 years. During 
the early years, personal calls were ne- 
cessary to obtain the benefits. Today I 
don’t have much chance to make personal 
calls, because ‘walk-ins’ take most of my 
time. That is a direct tribute to and 
result of your advertising.” 


“A prominent lawyer told me the other 
day that within the past 2 months, at 
least 4 persons had him draw their wills 
because they had read our advertising. 
Each said he had not talked with any 
of our officers. Our bank is executor in 
each case.” 


“Our bank has been named in 14 wills, 
totaling about $2,250,000, with trusts of 
over $1,500,000. Each case was directly 
attributable to our advertising, and is in 
addition to other business written during 
the same period, Most of this business 
we obtained by more or less minimum 
effort on our part.” 


“Last week we probated the will of a 
woman who left about $350,000. This 
business resulted solely from our direct 
mail advertising. In October of 1938, we 
sent our master booklet at her request. 
We tried without success to contact her. 
The next year, her son told us that she 
had made a will naming our bank execu- 
tor and trustee.” 


“About 2 years ago, after using your 
service for many years, I stopped using 
it for over a year. Result: a tremendous 
drop in the number of wills naming our 
bank executor or trustee. If I ever needed 
proof that your methods and material 
deserve continuous use, this experience 
furnished it.” 





Complete Trust Service in GEORGIA 
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through eleven offices in six cities 


THE CITIZENS & SOUTHERN 
NATIONAL BANK 


A new southern bank began using di- 
rect mail trust advertising in 1912, To- 
day its trust assets are over $250,000,- 
000. Only in recent years has personal 
solicitation, except in a casual way, sup- 
plemented its advertising. 


The same is generally true of a large 
New England trust company. During a 
recent period of years, the trust company 
served in some capacity in settling 427 
estates. Of the 427 testators (all of 
whom had been on the mailing list) only 
143 had told the trust company it was 
named in their wills. Many of the 427 
had not been solicited. 


“In the first 4 months of this year, 
we have had 10 wills deposited with us, 














First Choice for 
Trust Service 
in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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involving large estates. At least 15 per- 
sons have said that they read our letters 
and folders and want to discuss drawing 
a will naming our bank. I have little time 
for personal calls, and the source of our 
business indicates that our advertising 
is doing more than its share.” 


“A woman came into the bank with 
our booklet in which she had marked 
several items she wanted to ask about. 
Her will is being drawn, naming our 
bank executor and trustee. 


“A man came in and brought with him 
a letter and booklet that we mailed to 
him 3 years ago. He had marked the 
booklet from cover to cover. Opposite 


TRUST 
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Northwest’s 

largest financial 
institution 
provides trust 
services in the 
State of Washington 
through 56 
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located offices. 


eeeeeeeeeeeegeeeeketeeee#eeee0e0e0ee0808080880 80 80 @ 





SEATTLE - FIRST 


NATIONAL BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORP 


656 


several points he had written ‘yes’ or 
a0. His lawyer is drawing his will, 
naming our bank executor and trustee.” 


“Our advertising, much of which em- 
phasizes the importance of life insur- 
ance, has placed us in a superior posi- 
tion with the insurance fraternity in our 
city. Only last week, an appreciative 
underwriter brought us an insurance 
loan of $66,000 from a total stranger. 
This has led to excellent prospects of 
our securing the wills of this man and 
his wife, totaling $500,000.” 


“Advertising the value of life insur- 
ance and our desire to cooperate with 
life underwriters has been responsible 
for putting 15 to 20 millions of potential 
business on our books. The same thing 
applies to our consistent advertising of 
the importance of legal services. A sub- 
stantial portion of the new business 
coming to us has come through attorneys 
and life underwriters, much of it from 
persons unknown to us, whose wills 
were drawn by attorneys naming this 
Bank.” 


Conclusion: advertising and solicita- 
tion together will bring in the maximum 
amount of trust business. But if you 
can’t use one, don’t let that stop you 
rom using the other. If your trust ser- 
vice is worth selling, advertising will 
sell it. 


The less solicitation you can do, the 
more advertising you should use. Not 
much business comes to your trust de- 
partment of its own accord. You must 
influence people to act. If you can’t do 
it in person, you must rely on advertis- 
ing to do it. Advertising will do it, if 
it is well-planned, well-prepared and 
continuous. 


19 





Successful New Business 
Contest for Bank of Manhattan 


Bank of the Manhattan Company’s 
new business contest, first of its kind 
among major New York banks, ended 
in June after bringing in 42,190 new 
accounts during the 3-month contest 
period. This represents a 350% increase 
in new business over the same period in 
previous years, and produced new busi- 
ness amounting to $28,693,209, not in- 
cluding large commercial accounts 
brought in by officers ineligible for the 
contest. 


Trust Department personnel partici- 
pated in the program obtaining new ac- 
counts for other departments as well as 
a few for their own. 


During the contest a lapel button was 
worn by all employees simply listing the 
numbers 57-155 and 25,000, which 
piqued the curiosity of customers and 
led to conversation. The “57” signified 
the bank’s 57 offices in metropolitan 
New York, the “155” indicated the 
bank’s age and the 25,000 indicated the 
goal of new accounts, which was origi- 
nally considered over-ambitious but 
turned out to be extremely modest in 
view of the total actually reached. 


One of the contest’s most gratifying 
aspects was the spirit in which it was 
accepted by the public. The contest 
clearly enhanced the bank’s relations 
with its customers. It was the bank’s 
regular customers using services new to 
them that swelled the total of new busi- 
ness rather than the influx of entirely 
new customers. 





OFFICES 


to serve you in and around 


Rochester, N. Y. 


LINCOLN ROCHESTER 


TRUST COMPANY 
Rochester 3, N. Y. 
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PUBLIC RELATIONS IN ACTION 


A Special Public Relations Session 
featured the recent Pennsylvania Bank- 
ers Association’s annual convention at 
Atlantic City. Acting as moderator of 
the panel of Financial Public Relations 
Association officers, Preston E. Reed, 
executive vice president of the F.P.R.A., 
told the audience that banking was in 
danger of being nationalized by “politi- 
cal subterfuge through misled public 
opinion.” A stronger program of public 
relations was therefore imperative, and 
must be done primarily by the individ- 
ual people and institutions, because 
“banking is a local business.” A few 
state bankers associations have done ex- 
cellent jobs of providing materials, he 
said, but even these must be put to use 
by the individual banker. Blanket 
methods are not enough. 


Panel member L. L. Matthews, presi- 
dent of F.P.R.A. and of American Trust 
Co., South Bend, Ind., spoke on “Com- 
munity Relations” and “How to Get 
Along with People.” Under the first 
topic he described some of the com- 
munity services rendered by banks: 
making a room available to service 
clubs or charitable organizations, im- 
proving the condition of a neighbor- 
hood, special assistance to merchants 
who want to modernize their stores, 
leadership for youth organizations, par- 
ticipation in financial drives for chari- 
table groups, and open house. One bank, 
instead of giving out souvenirs gave 25c 
to the Community Chest for each person 
who attended. The customers were so 
impressed that they donated an addi- 
tional $1,025. Under the second topic, 
Mr. Matthews pointed out that manage- 
ment needed not only to get along with 
people, but to teach others that art. He 
stressed attention to this subject in the 
selection and training of personel and 
particularly of supervisors and teachers. 
Among the methods mentioned for im- 
proving skills in this line were staff con- 
ferences at all levels, role playing (act- 
ing the part of characters in typical 
situations) and visual aids. 


Speaking on the: topic, “Where Do 
Public Relations Begin?” W. E. Single- 
tary, vice president, Wachovia Bank & 
Trust Co., Winston-Salem, N. C., stated 
that the first step was not action but 
planning. “The basic element of a sound 
and successful public relations program 
is a careful and comprehensive plan, 
which is then energetically and everlast- 
ingly carried out.” The program then 
must be set in motion by top manage- 
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ment, for public relations belongs on 
the policy level, and it must be main- 
tained continually. The point at which 
one starts to carry out the program — 
advertising, custemer relations, or staff 
relations, for example — depends upon 
the situation of each bank. Even though 
no particular aspect of the bank’s rela- 
tions is in acute need of improvement, 
there is always a need to keep a steady 
program of good public relations in 
order to maintain constant and growing 
good-will toward the bank. 


In regard to “How To Get, Keep and 
Develop Profitable Business,” Mr. 
Singletary said that the answer lay in 
“hard, intelligent, continuous selling.” 
This selling of bank services falls into 
three classifications: advertising, per- 
sonal solicitation and indirect selling 

. which is another name for good 
service and pleasant customer relations. 
Advertising is indispensible, but a 
“shot-gun” type of promotional weapon. 
Indirect selling is essential to keep and 
develop what you have. But personal 
solicitation is the “surest way of win- 
ning the commercial relationships and 
top individual connections which are 
the backbone of banking.” This respon- 
sibility, the speaker said, rests upon the 
officers. Calls must be well directed, 
carefully prepared, and regularly and 
timely made. The scope and quality of 
the prospect list must be adequate. And 


there should be frequent meetings. of 
the officers who make calls to discuss 
techniques, revise lists and develop sales 
slants. One bank was cited for select- 
ing a particular service, choosing 40 
companies as prospects, and in six 
months winning half of them as cus- 
tomers for that service. Other banks 
add from 30 to 400 commercial ac- 
counts annually by the personal contact 
sales program. 


A well informed staff is not auto- 
matically a public relations or sales 
minded staff, but the staff must be well 
informed before it can be sales minded, 
W. W. Delamater, second vice president, 
Tradesmens Land Title Bank & Trust 
Co., Philadelphia, said in presenting 
the subject of “How To Develop a Pub- 
lic Relations Attitude Throughout the 
Bank.” The methods used to reach this 
goal, he said, include: 1. Informing the 
staff of policies and plans, which calls 
for bulletin boards, house organs, pay- 
roll enclosures and/or special bulletins; 
2. Creating a feeling of importance, 
which involves recognition of individ- 
ual achievement by publicity, letter or 
direct contact with top officers; 3. De- 
veloping a public relations attitude, in 
which a chief ingredient might be well 
planned staff meetings. 


Addressing himself also to the topic, 
“How To Get Constructive Publicity,” 
the speaker said that there should be 
one person in the bank responsible for 
publicity, or else a team of two — the 
executive officer who can be interviewed 





Inaugural group of Trust New Business School, conducted in June by the Trust Division, 
New York State Bankers Association, in cooperation with New York University at the 
University’s Washington Square Law Center. Students came from every part of the State 
and averaged 8 to 9 years of trust administrative experience. The one-week school was 
unique in its complete emphasis on the techniques of selling trust services, with a dis- 
tinguished instructional staff from the fields of law, insurance, education, industry, bank 
advertising, public relations and trust new business. Certificates or other awards will 


await submission of papers by the students and review by the faculty. 
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and the junior who finds the stories and 
writes the releases. Publicity falls into 
three categories, he said, briefly dis- 
cussing each one: Items routine to bank- 
ers but with real news value to the 
community; Stories created by the 
bank; Lucky breaks. With the last cate- 
gory particularly, “imagination and 
quick thinking can convert a potentially 
embarrassing episode into a fine bit of 
constructive publicity.” 

The public has a better general un- 
derstanding of banking now than at 
any other period, Harold W. Lewis, 
vice president of First National Bank, 
Chicago, told the group in discussing 
“Do People Understand Our Business?” 
In certain areas banks have done better 
in their publicity, and the higher pay 
of the past 25 years has brought more 
Americans into the number of bank 
customers. This does not mean, how- 
ever, that they understand bank func- 
tions. People do not select banks by 
their fine buildings or from reading 
their statements so much as by learn- 
ing their reputation, the speaker said. 
Through the years people learn to know 
what a bank stands for. Cooperative ad- 
vertising of the banking business to set 
forth its purpose and accomplishments 
would aid in gaining public understand- 
ing, especially if answering the ques- 
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tion, “How does banking benefit me?” 
Mr. Lewis suggested. In order to stop 
the trend toward socialization of banks, 
privately run banks should: Explain 
banking when calling on customers; 
explain individual services; employ 
sound and continuous advertising; keep 
services up to date; and use new ideas. 


Turning to the question, “How Much 
Should I Allocate to Advertising?” the 
speaker said nobody could tell another 
what he could do in dollars and cents. 
In arriving at a conclusion, however, 
the following factors should be consid- 
ered. (1) The advertiser’s own past ex- 
perience, which tends toward each year’s 
expenditure exceeding that of the year 
before. (2) The “percentage of last 
years earnings’ theory, which, the 
speaker said, is intended to hold down 
advertising in a recession period when 
expenditures must be carefully watched, 
but which unfortunately denies the dy- 
namic concept of markets and the fact 
that advertising creates sales. (3) De- 
fining the advertiser’s task to include 
comprehending the entire sales task, fix- 
ing the particular place of advertising 
within that broader program, determin- 
ing the amount and type of advertising 
needed, and estimating the cost. Selec- 
tion must be made between several kinds 
of advertising campaigns any of which 
appear to be adequate to the job. (4) 
The use of a reserve appropriation in 
addition to the basic advertising ap- 
propriation in order to provide flexi- 
bility for situations which may arise 


during the year. (5) Recognition that 
some part of advertising expense is 
really an investment in that it enhances 
a capital asset — goodwill. (6) Careful 
consideration of the recommendation of 
one’s advertising agency. (7) Balancing 
of the amount of appropriation and the 
job which management expects to be 
accomplished so that the estimates are 
realistic. (8) Watching the banks which 
are competitors, trying to learn or esti- 
mate how much they spend, how effec. 
tive is their advertising. Blind imitation 


should be avoided. 


Among the factors which influence 
management’s decision on advertising 
allocations are the attitude which man- 
agement holds toward advertising in 
general, the success or failure of dis. 
tinguishing between public relations and 
true advertising items in charging ex- 
penditures, and the possibility of an 
adverse turn in business, Mr. Lewis said. 
This last point may result either in a 
reduction or an increase in advertising, 
since it can be “argued from both sides 
of the fence.” It is important, also, for 
the advertising man to tailor his pro- 
gram to his bank’s needs, to prepare 
performance records of past year’s ad- 
vertising, and if possible, to determine 
the market potential of the bank. Take 
the services to be advertised, one by one, 
decide on the amount of space, apply 
the proper line rate, add up the total, 
and then set aside an additional amount 
as a reserve fund for flexibility, Mr. 
Lewis concluded. 





rust and Gatate C/pecialists 


or Greater Sos Chnyeles 


SINCE 1890 


Citizens National *¥ 







TRUST & SAVING 
Head Office: 
5th & Spring Streets 


Los Angeles, Calif. 


Bank 


OF LOS ANGELES 





Member 
Federal Deposit 
Insurance Corporation 


TRUSTS AND ESTATES 





of U: 
geles. 
execu 

Un 
the Vv 
Kasp 





Bank 
& Co 
warn 
opera 
Col 
the r 
unde 
merci 
Cohn 
and 
at th 
Toda: 
name 
mate] 
occup 
amon 





JuLy 











that 
se is 
ances 
reful 
on of 
icing 
d the 
o be 
3 are 
vhich 
esti- 
effec. 
ation 


lence 
ising 
man: 
g in 
- dis. 
; and 
z ex: 
f an 
said, 
in a 
ising, 
sides 
», for 
pro- 
epare 
s ad- 
‘mine 
Take 
one, 
apply 
total, 
10unt 


Mr. 


tion 


TATES 











FROM SHEEPSKINS TO BANKING 


The 40th anniversaries of the founding 
of Union Bank & Trust Co. of Los An- 
geles, and of Ben R. Meyer as its chief 
executive were celebrated July 1. 


Union Bank actually had its start in 
the wool and hide business founded by 
Kaspare Cohn in 1885. The sheepmen 

sees Grew on the com- 
pany against 
credit balances 
or as advances 
on the next wool 
crop. Once a 
year the ac- 
counts were set- 
tled. In 1909 
Cohn was joined 
by his sons-in- 
law, one of 
whom was Ben 
Meyer. In 1914 
the State De- 
partment of 
Banking suddenly charged that K. Cohn 
& Co. was doing business as a bank and 
warned the company either to change 
operations or to incorporate as a bank. 





BEN R. MEYER 


Cohn decided to make the jump and 
the new. bank opened on July 1, 1914, 
under the name of Kaspare Cohn Com- 
mercial and Savings Bank, with Kaspare 
Cohn as president. It had 63 commercial 
and savings accounts totalling $69,682 
at the close of the first day’s business. 
Today the Union Bank & Trust Co. (re- 
named in 1918) has deposits of approxi- 
mately a quarter of a billion dollars, 
occupies its own building, and ranks 98th 
among the nation’s banks. 


Ben R. Meyer was a vice president and 
director at the bank’s inception, and suc- 
ceeded to the presidency on the death of 
Kaspare Cohn in 1916, serving with dis- 
tinction in that capacity until May 12, 
1950 when he was advanced to chairman 
of the board, with Herman F. Hahn mov- 
ing up to the presidency. Hahn passed 
away early this year, and Mr. Meyer was 
re-elected to the post of president, con- 
tinuing also as chairman. 


The bank has grown without mergers 
or consolidations, pioneering many inno- 
vations, being first in the area to install 
tellers’ machines; and one of the first in 
the nation to engineer the present type of 
rapid transit department operation, and 
in the development of banking by mail 
service for customers. More recently the 
trust department has become known as 
a leader in the handling of pension and 
profit-sharing trusts for banking and in- 
dustry. Individual trust assets under ad- 
ministration have steadily expanded and 
earnings have been satisfactory. 


During four decades, Meyer has par- 
ticipated in the business, civic, philan- 
thropic, and cultural life of the com- 
munity, including present activities as 
president of the Cedars of Lebanon Hos- 
pital, founded by Kaspare Cohn; treas- 
urer, Southern California Symphony As- 
sociation; and board member of Cali- 
fornia Institute of Technology. He is a 
past president of the Los Angeles Clear- 
ing House Association and was for many 
years treasurer of the Los Angeles Com- 
munity Chest. 
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He’s The Man With a Plan for Trust Programs 


At The First National Bank of Atlanta, there’s a Man 
With a Plan who specializes in handling the estate 
problems of newcomers to the state—people referred to 
First National by our colleagues in Trust Departments 
all across the nation. 


If one of your customers is moving to Georgia, please 
send for free booklet, “Safeguarding Your Estate” for 


Percentage of Trust Earnings 
for Advertising 


Results of a new survey on expendi- 
tures for trust advertising — this time, 
based on a percentage of trust depart- 
ment earnings (instead of assets) — are 
reported in the May Trust Bulletin by 
Earl S. MacNeill, vice president of Irv- 
ing Trust Co., New York, and chair- 
man of the Committee on Trust In- 
formation of the Trust Division, Amer- 
ican Bankers Association. 


In answer to the question, “What per- 
centage of your personal trust depart- 
ment’s commission income do you spend 
for advertising its services?” 663 banks 
replied as follows: 165 spent nothing; 
the other 448 banks averaged 5.36%. 
This figure, Mr. MacNeill states, is dis- 
proportionately high because the many 
smaller trust departments spent pro- 
portionately more of their earnings than 
the few large ones. Of the trust depart- 
ments with $1,000,000 or more annual 
income the spread was from .024% to 
2.65% with the mean average at 1.21% 
and the median at 1.02%. Those with 
income between half a million and a 
million ranged from .8% to 4.26% with 
mean at 2.05% and median at 1.7%. 


Other data are also reported. 
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THE CAPITALABOR TEAM 


Sun Or Stock To EMPLOYES 


Sun Oil common stock worth more than 
$10,600,000 passed into the hands of 
7,906 Sun employes June 30, upon liqui- 
dation of the company’s 24th annual 
stock plan. To date, Sun employes, now 
more than % of Sun stockholders, have 
acquired 1,008,473 shares through these 
plans, with 438,351 additional shares 
currently credited to employes’ accounts 
in unliquidated plans. 


FRINGE BENEFITS IN BANKS 


A study of human relations in banking 
is presented in a recent 16-page booklet 
titled “Employee Recruitment and Fringe 
Benefits,” authored by Ray J. Miller, vice 
president and personnel director of First 
National Bank in St. Louis. The pre- 
vailing belief is that most bank employees 
are still underpaid. Hence, a public rela- 
tions problem exists . . . Good salaries, 
plus good treatment attract good clerks 
and god clerks make good banks,” says 
Mr. Miller. 


Turning to fringe benefits, he asserts 
that two real advantages are lost because 
the benefits have become so common . 
“The employee fails to appreciate the 
benefits he receives because he believes 
they belong to him by right, and the 
employer fails to acquaint the employee 
with the fac 
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How General Motors presented the ownership of the Corporation by half 


a million stockholders. 


Miller lists eight fringe benefits as 
more important and briefly discusses 
each: pensions; bonuses; profit sharing; 
sick leave; paid vacations; hospitaliza- 
tion and medical services; life insurance; 
and educational courses... 


SALARY BY CHECK 


An experiment in payment of bank 
personnel by deposits in a checking ac- 
count is under way at the First National 
Bank of Boston. On payday the bank 
credits the salaries of employees to in- 
dividual checking accounts that have been 
set up for them. The employee gets an 
“earnings advice” listing his gross pay, 
the various deductions, and the net 
amount deposited in his checking ac- 
count. If he wishes, he can draw out 
the entire amount immediately. 


Employee reaction has been favorable. 
On the first payday 50% of the employ- 
ees drew no checks at all, 5.6% with- 
drew their entire pay. Next time 5.2% 
withdrew. Some make supplementary de- 
posits of their own. Not everybody wants 
his employer to know that much about 
his personal affairs, and not every bank 
wants — or even permits — its employ- 
ees to be customers, but the experiment 
with a staff of over 3,000 is being 
watched with interest. 
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Regarding institutional shareholders the annual 


report for 1953 stated, “While most of the share owners are individuals, 
shares are also registered in the names of more than 40,000 institutions. 
There are all kinds of institutions in this category holding stock for the 
benefit of different groups of people. Insurance companies investing for the 


ultimate benefit of their policy holders . . 
funds for countless beneficiaries . . . 


- estates and trusts managing 


hospitals and foundations, churches 


and endowed colleges and fraternal organizations and cultural institutions.” 





COMMUNISM IN INDUSTRY 


When last week’s Congress assembled, 
the Central Executive of the Communist 
Party included the general secretary of 
the Foundry Workers, the assistant gen. 
eral secretary of the Electrical Trades 
Union, the general secretary of the Fire 
Brigades Union, the general secretary 
and two area presidents of the National 
Union of Mineworkers, and the vice presi. 
dent of the National Union of Vehicle 
Builders. The delegates included more 
than a hundred members of the Amalga- 
mated Engineering Union, ranging from 
shop stewards to national organizers. 


The everyday impact of such men on 
industrial relations is immense, At Bat- 
tersea last week the party openly—and 
probably correctly—claimed much of the 
credit for the recent militancy of the en- 
engineers, the electrcians, the railway- 
men, the builders and the petrol tanker 
drivers; significantly, too — in view of 
last month’s union attempt to interfere 
with BOAC’s sale of Hermes aircraft — 
one delegate boasted that the party’s 
branch at London Airport had recently 
doubled its membership. The party in- 
tends to work even harder to foment 
strikes in the months ahead. “The more 
of these threats we can begin to organize 
in 1954,” said Mr. Pollitt, “the better for 
all of us.” 


In the political, as in the industrial, 
field the British Communist party can 
also claim some notable successes in the 
past year; here again their disguised 
influence in the unions and in the con- 
stituency Labour parties has been the 
dominant factor. During the spring and 
early summer of 1953 at least a dozen 
trade union conferences passed resolu- 
tions taken straight out of the party’s 
programme. 


The gloomier side of the Communists’ 
balance sheet from the party’s point of 
view, is that whenever the comrades ap- 
pear in their own colours, instead of 
operating through somebody else, the 
broad mass of both union and non-union 
voters will have nothing to do with them. 


The (London) Economist, April 24, 1954 


SALARY SCALE 


Data on incomes in various occupations 
have been published by the Bureau of 
the Census, taken as for the calendar 
year 1949 and based on a 20% sample. 
Figures for males in certain of these 
groups are given below: 


Median Income 


Accountants and Auditors 
Authors, Editors and Reporters _. 4,469 


Occupation 


I all 2,847 
College Presidents, Professors, 

and Instructors >>> 4,348 
Lawyers and Judges _...___ 6,257 
ES Be 4,246 
Physicians and Surgeons _.____. 8,115 
(At ARIAT 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 
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Interest on life insurance loans deduct- 








when, because of estate’s insolvency, she 
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162 of Code. Pool v. United States, Ct. 
Cls., June 8, 1954. 
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HELD: Commissioner sustained. Pay- 
ment of debts of estate by wife, at time 








number of shares to trustees and re- 
ported transfers as charitable deductions. 
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Commissioner assessed deficiency con- 
tending that transfers were anticipatory 
assignments of income, since liquidation 
had progressed to such extent that only 
right represented by shares of stock was 
right to receive dividends. Taxpayers 
paid deficiency assessed and instituted 
suit for refund. 


HELD: Refund allowed. Income on 
property is taxable to the owner thereof. 
There is no question raised as to the 
technical completeness of gift of shares, 
but basic factor is whether proposed li- 
quidation had severed liquidating divi- 
dend from value of stock. Since formal 
vote of dissolution had not occurred at 
time of transfer, right to liquidating 
dividend had not been severed from 
stock itself. Accordingly, potential li- 
quidating dividend was part of stock’s 
value and not income to donors. Rather, 
it was taxable to donee at time of 
realization. Winston v. Kelm, D.C. Minn., 
June 8, 1954. 


ESTATE TAX 


Group life insurance proceeds included 
in decedent’s estate. Decedent, president 
of corporation, received group insurance 
policy for $10,000. Policy was procured 
by corporation and premiums were paid 
by it so long as insured continued in its 
employ. Decedent had right to designate 
beneficiaries. At decedent’s death in 
1942, Commissioner included proceeds in 
his gross estate under Sec. 811(g) of 
Code. Executors paid tax and instituted 
suit for refund. 


HELD: Insurance proceeds were prop- 
erly included in decedent’s estate. His 
right to change beneficiaries was an 
incident of ownership and he is consid- 
ered to have paid the premiums on the 


policy indirectly since such payments by 
corporation were additional compensa- 
tion to him. Prior rulings allowing em- 
ployer to deduct premium payments but 
excluding them from employee’s income 
does not control for estate tax purposes. 
Accordingly, premium payments as 
additional compensation are considered 
to have been indirectly paid by decedent 
and insurance proceeds were properly 
included in gross estate. Commercial 
National Bank v. Johnson, D.C.S.D.N.Y., 
May 5, 1954. 


Marital deduction disallowed where 
wife’s right to income and power of 
appointment contingent. Decedent created 
trust providing for payment of income 
to wife for life in addition to her power 
to invade corpus for her own benefit. 
Will provided that such rights would 
terminate upon wife’s legal incapacity 
or appointment of guardian or other 
custodian. Commissioner disallowed mar- 
ital deduction contending that power 
in wife was not exercisable “alone and 
in all events” under Sec. 812 (e) (1) (F) 
of Code. 


HELD: Commissioner __ sustained. 
Legal incapacity alone would not have 
caused denial of marital deduction, since 
such incapacity even if will was silent 
would have prevented exercise of power. 
Appointment of guardian or other custo- 
dian, however, could be caused by events 
less than legal incapacity. This condi- 
tion is not envisioned by statute as be- 
ing power exercisable in all events. Es- 
tate of Tingley, 22 T.C. No. 54, May 26, 
1954. 


Trust included in grantors’ estate 
through reservation of contingent estate. 


Estate settlement problems 
Beneficiaries 


Real Estate Holdings 


in Rhode Island? 


Financial Interests 
Estate Creditors 


Call on New England’s oldest trust company for competent, 
cooperative assistance with any fiduciary matter. 


® sine dana 
Hospitat Trust ComPANY 


HEAD OFFICE I5 WESTMINSTER ST., PROVIDENCE f, R. I. 
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Decedent created trust providing for 
payment of life income to wife and if 
he survived his wife, income for life to 
himself. Decedent predeceased his wife 
and Commissioner assessed estate tax de. 
ficiency contending that remainder inter. 
est following wife’s life estate was in- 
cludible in decedent’s gross estate under 
Sec. 302 (c) of Revenue Act of 1926, 
District Court denied refund. 

HELD: Affirmed. Reservation of con- 
tingent secondary life estate is proper 
grounds for inclusion of trust property 
under Sec. 302 (c) of the 1926 Act. 
Such Act provided for taxability where 
transfer was made with decedent re- 
serving possession, enjoyment or right 
to income from property, for period not 
ending before his death or for period 
not ascertainable without reference to 
his death. Ambiguous legislative history 
or regulations will not be followed in 
face of clear meaning of statute. Marks 
v. Higgins, 2d Cir., June 8, 1954. 


Pre-1936 trust included in decedent’s 
estate where power to revoke reserved. 
Decedent and wife created trust for de- 
cedent’s sister-in-law in 1915. Power to 
revoke was reserved jointly in decedent 
and wife and in the survivor alone. 
Decedent’s wife predeceased him, so at 
time of his death in 1941, he possessed 
uncontrolled power to revoke. Tax Court 
sustained Commissioner’s deficiency 
based on inclusion of trust property in 
decedent’s gross estate under Sec. 811 
(d)(2) of Code. 


HELD: Affirmed. There is no ques- 
tion of unconstitutional retroactivity be- 
cause trust was created prior to taxing 
act. At time of decedent’s death, he 
possessed uncontrolled power to revoke 
even if during his wife’s life she could 
be considered to have had adverse in- 
terest limiting his power. Since dece- 
dent never renounced this power, trust 
property was properly included in his 
gross estate. Larson v. Comm., 2d Cir., 
May 26, 1954. 


Property in United States belonging 
to Puerto Rican resident is not subject 
to estate tax. Decedent died a citizen of 
United States and Puerto Rico. He was 
domiciled in Puerto Rico. Commissioner 
assessed deficiency in estate tax based 
on value of assets located in United 
States owned by decedent at death. Tax 
Court held that decedent was exempt 
from tax as “nonresident not a citizen” 
pursuant to Sec. 861 of Code. 


HELD: Affirmed. Prior Congressional 
Acts conferring full citizenship upon 
Puerto Rican citizens expressly ex- 


empted them from United States taxa- | 


tion. Specific exceptions to such limita- 
tion have never included liability for 
estate tax, because laws cannot be con- 
strued so as to subject Puerto Rican citi- 
zens and residents to estate taxation. 
Prior decisions correctly held that Part 


TRUSTS AND ESTATES 


Il of 
zens | 
zens 

tate | 
not a 
Puert 
State: 
Cong! 
estate 
deced 
10, 1! 


Gif 
gifts 
ated 
dren 
and 
or h 
spend 
discre 
ducin 
if tr 
comp 
direct 
ciary’ 
Comn 
annu: 
of fu 


HE 
ent 
right 
thrift 
inves 
do nc 
It is 
incon 
ficiar 
Fact 
to de 
obtai: 
Powe 
apply 
consi 
not 
upon 
act i1 
Gilm 
1954. 


Su 
gift « 
payel 
erty. 
devis 
land 
tax b 
Texa: 
four 
Husb 
wife’: 
execu 
right 
that 
to sa 
ous ¢ 
fund 
ing t 
share 
shoul 
half 


JuLy 





y for 
nd if 
ife to 
wife 
ix de. 
inter. 
is in- 
under 
1926. 


’ con- 
roper 
perty 
Act. 
where 
t re. 
right 
d not 
eriod 
ce to 
story 
2d in 
farks 


lent’s 
rved, 
r de- 
er to 
edent 
ilone, 
so at 
essed 
Sourt 
iency 
ty in 
. 811 


ques- 
y be- 
ixing 
1, he 
2voke 
could 
e in- 
dece- 
trust 
1 his 
Cir,, 


ging 
bject 
on of 

was 
ioner 
vased 
nited 

Tax 
ompt 
zen” 


ional 
upon 
ex- 


axa- jj 


nita- 

for 
con- 
citi- 
tion. 
Part 


ATES 














II of estate tax law applicable to citi- 
zns or residents did not apply to citi- 
zns of Puerto Rico. Part III of es- 
tate tax law applying to “nonresident 
not a.citizen” cannot apply to citizen of 
Puerto Rico also a citizen of the United 
States. Entire legislative history shows 
Congress never intended to make the 
estate tax law applicable to Puerto Rican 
decedents. Comm. v. Rivera, 2d Cir., June 
10, 1954. 













GIFT TAX 


Gifts in trust to minors held to be 
gifts of present interests. Taxpayer cre- 
ated trusts for seven minor grandchil- 
dren providing for payment of principal 
and all income to beneficiary upon his 
or her demand. The trust contained 
spendthrift provisions and gave trustees 
discretion to invest in non-income pro- 
ducing property. It also provided that 
if trustees considered a beneficiary in- 
competent, they need not pay out income 
directly but could apply it for benefi- 
ciary’s use. The Tax Court sustained the 
Commissioner’s disallowance of gift tax 
annual exclusions, finding that gifts were 
of future interests. 


HELD: Reversed. Gifts were of pres- 
ent interests since beneficiaries had 
right to all income and principal. Spend- 
thrift provisions and trustees’ power to 
invest in non-income producing property 
do not affect the character of the gifts. 
It is right to income, not presence of 
income, which controls. Minority of bene- 
ficiary does not limit right to income. 
Fact that guardian might be necessary 
to demand payment affects capacity to 
obtain income, not right to acquire it. 
Power in trustees to retain income and 
apply it for benefit of beneficiary if they 
considered beneficiary incompetent does 
not make right to income contingent 
upon trustees’ whim, since they must 
act in good faith and as reasonable men. 
Gilmore v. Comm., 6th Cir., June 2, 
1954, 













































Surviving spouse held to have made 
gift of entire community property. Tax- 
payer and wife owned community prop- 
erty. Upon wife’s death, husband as sole 
devisee of her estate executed deed of 
land to children in trust and paid gift 
tax based on entire value of land. Under 
Texas law, will must be probated within 
four years of death or it becomes void. 
Husband purposely failed to probate 
wife’s will and after four-year period 
executed formal renunciation of all 
rights under wife’s will. It was intended 
that property would then pass intestate 
to same heirs who took under his previ- 
ous deed. Taxpayer made claim for re- 
fund of previous gift tax paid contend- 
ing that he never had title to his wife’s 
Share of community property and thus 
should have paid gift tax on only one- 
half of value reported. Upon Commis- 

























Juty 1954 


sioner’s denial of claim, taxpayer insti- 
tuted suit for refund. 


HELD: Refund denied. Under Texas 
law, title to realty vests immediately 
on death in devisees or heirs. Subse- 
quent deeds in trust purported to convey 
husband’s share as devisee as well as his 
own community interest. Thus, taxpayer 
accepted and possessed full title at that 
time and made completed gift for tax 
purposes, Subsequent failure to probate 
does not alter tax effect of transaction. 
Purported lapse of will by failure to 
probate and renunciation made an in- 
direct gift since the’ property passed to 
the same beneficiaries by intestacy as 
by terms of his gift. Rodgers v. United 


States, D.C.N.D. Texas, March 19, 1954. 


Transfers made pursuant to amended 
separation agreement were not taxable 
gifts. Taxpayer entered into separation 
agreement with wife in 1944 providing 
for payments to be made to their chil- 
dren. Such payments were found to be 
taxable gifts by Tax Court in prior deci- 
sion. In 1946, agreement was amended 
because of taxpayer’s desire to substi- 
tute installment payments for lump sum 
to children. Court of Appeals reversed 
Tax Court decision which held that 
amended agreement resulted in further 
gift to children and remanded case for 
findings of fact as to whether amended 
agreement was result of arms’ length 
transaction. 


HELD: Taxpayer sustained. Amended 
contract was result of arms’ length nego- 
tiations and surrender of one promise 
for another. Accordingly, no taxable gift 
was made. Deficiency cannot be increased 
for 1944 gift since prior Tax Court de- 
cision on that issue became final. Paul 
Rosenthal, T.C. Memo. Op., May 21, 1954. 


REVENUE RULINGS 


Exclusion of $5,000 death benefits not 
allowed where employee had _ non-for- 
feitable right before death. Sec. 22 (b) 
(1)(B) of Code allows exclusion of $5,000 
death benefits paid to employee’s bene- 
ficiaries pursuant to contract with em- 
ployer. Payments may be made directly 
or indirectly through medium of welfare 
fund, trust, or other means. Service rules 
that such indirect means can include 
payments through group annuity con- 
tracts pursuant to an established plan 
for the employees. However, payments 
cannot be excluded where decedent had 
non-forfeitable right thereto immediately 
prior to his death. 

Accordingly, no exclusion can be 
claimed for payments made upon death 
from the reserve of group annuity con- 
tract which would have been applied to 
purchase an annuity for the employee 
had he separated from service immedi- 
ately prior to his death. Special Ruling, 
March 29, 1954. 
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“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 
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S.B.°17: Modifies procedure in regard 
to sale, lease, or mortgage of real estate 
of infants and persons of unsound mind 
by permitting circuit judge to require 
separate bond or to determine that guar- 
dian’s bond is adequate. 


MASSACHUSETTS 


Ch. 69 & 70: Establish date for pay- 
ment of Income Tax and return (both 
changed from March 1 to April 15). 


Ch. 309: Relates to agreements by fidu- 


trol of moneys in co-operative Banks. 


Ch. 311: Empowers Probate Court to 
authorize certain fiduciaries to deposit 
funds in co-operative banks. 


Ch. 330: Relates to powers of tempor- 
ary conservators. 


Ch. 387: Relates to the deductions al- 
lowed under income tax law to executors 
or administrators acting as trustees. 


Ch. 395: Permits person to make de- 
vise and conveyance to self and spouse 
as tenants by entirety. 


Ch. 443: Exempts from taxation in- 
come of trusts for charitable purposes. 


0. RUNDLE GILBERT 


Auctioneer & Appraiser 


Specialists in Liquidating 
Estates and Collections 
anywhere in the East 
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Reference: 
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ciaries with their sureties for joint con- 


State Legislation Affecting 
Trusts and Estates 


Ch. 465: Requires executors to give 
certain notice to devisees and legatees, 
and places limitation on actions to re- 
cover legacies. 


Ch. 478: Provides that Judges of 
Probate may, in event of removal of 
administrator, executor, guardian, con- 
servator or trustee, appoint succcessor 
without filing of separate petition. 


Ch. 529: Establishes Division of Pub- 
lic Charities in the Department of At- 
torney General. 


MICHIGAN 


Act 58: Amends statute governing 
escheats by giving authority to Board 
of Escheats to deny application for re- 
demption where it appears that person 
entitled to refund would not have use 
or control of property or special circum- 
stances make it appear desirable to with- 
hold property. 


Act 82: Amends statute governing pe- 
titions for appointment of guardians of 
minors by permitting father and mother 
to testify against one another in such 
proceedings. 


Act 99: Permits fiduciaries to invest 
trust funds in bonds issued under pro- 
vision of International Bridge Authority 
of Michigan. 


MISSISSIPPI 


H.B. 1127: Authorizes fiduciaries to 
invest in bonds of City of Bay St. Louis. 


NEW JERSEY 


Ch. 21: Amends section permitting re- 
lease of curtesy and dower and subse- 
quent disposition of property free of 
such rights, to include encumbering such 
property free of released right. 


RHODE ISLAND 


H.B. 951: Provides that limited di- 
vorce shall bar right of dower or curtesy 
of guilty party unless reconciliation de- 
cree is entered. 





| AMERICAN 
TRUST 


SoutH CAROLINA 


Ch. 741: Legalizes Greenwood City 


Council Bonds for fiduciaries. 


VIRGINIA 


Ch. 11: Includes certificates of deposit 
as deposits which when made payable 
to either of two or more persons or sur- 
vivor may be paid to any of such per. 
sons whether the other or others be 
living or not and receipt by one so paid 
shall discharge liability. 


Ch. 238: Includes incompetent person 
(in addition to infant) in class to or for 
whom property or annual income not 
exceeding $1,000 in value may be paid 
without intervention of committee or 
guardian. 


Ch. 399: Provides that trustee for ex- 
service person appointed to receive bene. 
fits, pension, compensation or insurance, 
shall administer entire estate of ex- 
service person with powers and duties 
of committee in administration of ward’s 
estate. 


Ch. 430: Includes person not residing 
in this state but owning real property 
herein in class in respect to which dis- 
appearance for seven years from place 
of residence without being heard from, 
raises presumption of death. 


Ch. 509: Authorizes agreement be- 
tween State Tax Commission and tax- 
payer to extend time for assessment of 
additional state tax. 


Ch. 601: Provides that executing bond 
required of personal representative, 
guardian, curator, committee, trustee or 
receiver and the surety on such bond 
shall be deemed to have designated the 
Clerk of the Court in which he qualifies 
and his successor as a person on whom 
service of notice, process or rule issu- 
ing from a court of this state or com- 
missioner may be executed whenever the 
said person cannot be found and served. 


Ch. 704 & 705: Make Old Dominion and 
Richmond-Petersburg Turnpike Author- 
ity Bonds legal for fiduciaries. 


In San Francisco 


and throughout Northern 
California, we provide 
complete trust service. 
We invite your inquiry. 
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Books 


Clearing Land Titles 


PAUL E. BASYE. West Publishing Co., St. 
Paul. 729 pp. $20. 









A little background on the acquisition 
of this book for review may be inter- 
esting to our readers. When its publica- 
tion was first announced, we sent a re- 
quest to the publishers in the usual way 
but nothing was heard; apparently our 
letter went astray, as they have always 
been most gracious. Then we read a re- 
view by Professor Curtis Wright, Jr., in 
Temple Law Quarterly which was so 
dramatic that we wrote directly to our 
good friend Paul Basye to pass on our 
request to his publishers. The volume ar- 
rived promptly and we’re glad we fol- 
lowed through because the work is, as the 
aforementioned reviewer said, “a sincere 
and scholarly contribution to the liter- 
ature of the law” but more importantly 
“an indispensable desk book” for the 
lawyer. 


The author, who is well known for his 
work on the Model Probate Code and 
Model Small Estates Act, has gathered 
all of the methods existing in all the 
states for clearing objections to title. This 
is not a mere catalogue, however, useful 
only in checking out-of-state matters, but 
offers an insight into the great problems 
of long chains of title and possible solu- 
tions based on the experience under reme- 
dies already attempted in various parts 
of the country. Mr. Basye may well take 
confidence that his goal of comprehensive 
simplification in title marketability, 
through the four means outlined in his 
last chapter, may not be too long in at- 
tainment as a result of his efforts. 


Present Day Banking 1954 


American Bankers Association, 12 East 36 St., 
New York 16. 511 pp. $6. 




































This volume includes 35 theses on 
various phases of bank operations and 
personnel administration, selected as out- 
standing from 329 papers written by 
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for New Jersey ancillary administration 


Montclair Trust Company 
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CURRENT LITERATURE NOTES 


students of The Graduate School of 
Banking, conducted annually by the 
A.B.A. at Rutgers University. 


Topics of particular interest to trust- 
men include: Trust Services Under Mul- 
ti-Employer Pension Plans by William 
F. Delafield; Outline of a Trust Depart- 
ment Manual by William H. Handrich; 
Trust Administration of Oil Property by 
Merle B. Mitcham; Testamentary Addi- 
tions to an Existing Trust by Harold A. 
Shircliffe; Farming As A Trust Com- 
pany Service by Braxton B. Townsend; 
Common Stocks as Long Term Invest- 
ments by Winthrop B. Walker; and Ap- 
praising Employee Performances by 
Frank E. Young. 

A limited number of the three previous 
editions are available at a special com- 
bination price. 


Guidebook to Federal Estate and Gift 
Taxes 


3rd ed. Commerce Clearing House, Inc., 214 N. 

Michgian Ave., Chicago. 145 pp. $2.00. 

The newly revised Form 706 — Estate 
Tax Return, completely filled in, is one 
of the features of this useful manual. 
The law and pertinent regulations are 
explained, and the official instructions 
amplified. Critical dates as to governing 
rules are indicated, a particularly help- 
ful feature. 


ARTICLES 


Use of Sprinkling Trusts 


HARRY B. SUTTER. [Illinois Bar Journal, 

April (319 S. Sixth St., Springfield; $1). 

The type of trust referred to in the 
title is one which grants the trustee 
broad discretionary powers to distribute 
income or principal among the benefi- 
ciaries. The author sets forth the pros 
and cons in the use of this device, empha- 
sizing that sprinkling should not be em- 
ployed to accomplish tax savings at the 
expense of sound estate planning. It 
should be availed of only where the 












grantor, beneficiaries and trustee are con- 
genial and are likely to remain so. The 
difficulty of selecting a disinterested trus- 
tee to exercise the uncharted discretion 
must also be considered. On the other 


hand, sprinkling affords an_ effective 
hedge against fluctuations in the bene- 
ficiaries’ financial status. It also permits 
protection against creditors. The income, 
gift and estate tax consequences of a 
typical sprinkling trust are examined. 


Don’t Be Tax Blind — Some “Don'ts” 
in Estate Planning 

BENJAMIN M. BECKER. Taxes, June (214 

N. Michigan Ave., Chicago; 60c). 

The admonition against tax blindness 
is not unusual but the author here spells 
out, under a number of headings, the 
factors that may make a particular tax 
device inappropriate. He points out, for 
example, several situations where the 
marital deduction ought not to be used 
— because of the surviving spouse’s fi- 
nancial status or emotional disposition or 
for other reasons. Similarly, the business- 
purchase agreement, concededly an excel- 
lent vehicle, may not always be desirable 
— a controlling interest might produce a 
better price in a free market. The ar- 
rangement of life insurance should like- 
wise not be dictated by tax considerations 
alone. Cautions are sounded also with 
respect to making gifts purely to save 
taxes. The article concludes with eight 
“don’ts” in drawing wills. 
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JosePpH A. GALVIN, chairman of the 
board of the Rexall Drug Co., and one 
of the most widely known personalities 
in the drug business, bequeathed his en- 
tire estate — other than personal effects 
— under a codicil to California Trust 
Co. of Los Angeles in trust, to be man- 
aged and distributed according to a trust 
created in 1950 for the benefit of Mr. 
Galvin, his wife and children. The will 
itself, which disposes of an estate esti- 
mated at $215,000 and directs the pay- 
ment of all death taxes out of the resi- 
due, had originally provided for two 
trusts. One-half of the decedent’s separ- 
ate property was to be held in trust for 
Mrs. Galvin to “receive the full benefit 
of the marital deduction.” In addition to 
an unlimited power of appointment over 
the principal by deed or will, she was 
given the right to withdraw up to an ag- 
gregate of $45,000 from this fund over 
and above any distributions made by the 
trustee if it deemed income insufficient 
for her proper support, comfort and 
recreation, taking other resources into 
consideration. 


The rest of the separate property and 
all of testator’s interest in community 
property was placed in a second trust. 
Mrs. Galvin was to receive the income 
unless the trustee determined that it was 
more than sufficient for her needs, in 
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WHERE THERE'S A WILL 


which event it could distribute the 
income among the children and their 
issue, taking into consideration their re- 
spective financial position and needs. The 
trustee also had power to advance prin- 
cipal to Mrs. Galvin as under the first 
trust. 


As to both trusts, “Mr. Rexall” di- 
rected that the trustee was not to sell 
any property, except as necessary to 
make principal payments, without con- 
sulting a son (and after his death, the 
other son). In the absence of written 
approval or disapproval within 20 days 
of notification, the trustee could act 
on its own. California Trust Co. is also 
the sole executor under the will. 


ERNEST GALLAUDET DRAPER, for 12 
years a member of the Board of Gov- 
ernors of the Federal Reserve System 
and before that Assistant Secretary of 
Commerce, left a will in which he de- 
clared himself to be a resident of Con- 
necticut, but following his retirement 
from government service in 1950, he ex- 
ecuted a codicil expressing his intention 
of remaining a permanent resident of 
Washington, D. C. In a codicil drawn 
earlier that year, Mr. Draper, a descend- 
ant of Josiah Bartlett, the first signer 
after John Hancock of the Declaration 
of Independence, increased from $35,000 
to $65,000 the legacy to his wife. 


For his sister, the testator set up a 
trust fund of $15,000 with Mrs. Draper, 
his step-son and National Metropolitan 
Bank of Washington as trustees to pay 
the income to her for life, and then dis- 
tribute the principal to her surviving 
issue, per stirpes. To Columbia Institu- 
tion for the Deaf, Mr. Draper be- 
queathed $5,000, the income to be ap- 
plied by the board toward pensions for 
retired professors of Gallaudet College 
or for needy students or, if such pur- 
poses are not feasible, for the general 
use of the College. The residue of the 
estate, which is estimated to total ap- 


proximately $125,000, goes to Mrs, 
Draper’s two daughters. The aforemen- 
tioned trustees are also the executors. 


WILLIAM E. BURNET, senior member 
of the Wall Street brokerage firm of W. 
E. Burnet & Co., left his entire estate 
other than tangible personal property and 
a parcel of California real estate (de- 
vised to his daughter) in trust with 
United States Trust Co. of New York. 
The trust is to last for the lives of Mr. 
Burnet’s two sisters, the daughter and 
all grandchildren living at his death. 
(Testator was a resident of New Jersey 
where the common law rule against per- 
petuities is followed.) Two-thirds of the 
income is to be paid to the daughter; the 
other third goes to the sisters, the sur- 
vivor of them, and then to the daughter 
or her descendants who likewise will 
divide her share upon her death. 


The trustee is authorized to expend 
principal for any current income bene- 
ficiary if in its opinion the trust income, 
together with other available income, is 
insufficient for proper care, support or 
education. No such payment is to affect 
the subsequent division of income but 
on termination of the trust, when the 
principal is to be divided per stirpes 
among the living descendants of the 
daughter, the amount of principal ex- 
pended for any such distributee or his 
ancestor shall be charged against his 
share, pro rata if there is more than one 
descendant of the ancestor who received 
principal. United States Trust Co. is 
also appointed executor and is freed of 
statutory restrictions on investments. 


A A A 


DIE FOR DEAR OLD PRINCETON 


Each of the 478 surviving members of 
Princeton University’s class of 1924 will 
be asked to make bequests in their wills 
or make the University the beneficiary of 
life insurance policies. The program was 
adopted at the class reunion after 79 
members said they are leaving money to 
the University and other members ex- 
pressed approval. 
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RECENT FIDUCIARY DECISIONS 


COMPENSATION — Committee Does 
Not Waive Commissions By Fail- 
ure to Take or Reserve Funds 
Therefor 


New York—Supreme Court, N. Y. County 
Matter of Laurie, N. Y. L. J., June 18, 1954. 


The retiring co-committee of an in- 
competent sought compensation for the 
years 1943 through 1946. In 1947 and 
thereafter, annual statutory commissions 
were taken on income and disbursements. 


HELD: Unlike other fiduciaries, a com- 
mittee who has paid out in a given year 
all the income received in that year does 
not thereby waive his commission in re- 
spect thereof. 


GUARDIANSHIP — Removal and Ap- 
pointment of Successor 


Arizona—Supreme Court 
In re Farson’s Estate, 269 P. (2d) 600. 


Appellant was appointed guardian of 
the person and estate of his mother, an 
incompetent. His third accounting was 
disapproved after a full hearing, the pro- 
bate court remarking that it could not 
justify expenditures of more than $40,000 
in eight months. The court, among other 
rulings, removed appellant as guardian 
and appointed appellee bank as guardian. 


HELD: Affirmed. From a _ business 
standpoint, the guardian has mismanaged 
the affairs of the estate. Such conduct is 
grounds for removal. Removal of the 
guardian without written consent is 
proper where he has been in court and 
defended himself. 


There was error, under Section 38-601, 
A.C.A. 1939, in appointing the bank as 
general guardian, in that the statute 
clearly provides for a special guardian 
to be appointed, pending proper appoint- 
ment of a general guardian. Since a 
special guardian’s duties are to preserve 
the assets of an estate, and since the 
bank, as general guardian, accomplished 
the same result, no substantial error was 
committed by the failure to appoint the 
bank as special guardian, under the cir- 


cumstances. 


INVESTMENT POWERS — Exculpatory 
Clause Ineffective — Executor Not 
Liable for Disposal of Volatile 
Stock But Breach of Trust to Buy 
Additional Shares 


New York—Surrogate’s Court, New York Co. 


Estate of R. Emerson Swart, N.Y.L.J. June 21, 
1954, 


The bulk of the testator’s estate con- 
sisted of the stock of a corporation of 
Which he was president and a director. 
The executor-trustee was the testator’s 
lawyer, close friend and fellow director 
of the company. He was granted full 


Juty 1954 


investment powers with power to re- 
tain, and was relieved by the will from 
all liability except for willful misconduct 
or gross negligence. The testator died in 
1947, and the executor began selling the 


testator’s holdings in the spring of 1949 - 


and completed liquidation in February 
1951 for a total sum considerably less 
than their inventory value. From time to 
time in 1949 and 1950, the executor pur- 
chased additional shares in the same cor- 
poration. 


HELD: The attempted exoneration of 
the fiduciary is ineffectual (Decedent Es- 
tate Law, Section 125), but the facts do 
not warrant a finding that the executor 
failel to exercise due care in the dis- 
posal of testator’s stock. However, the 
purchases of additional shares of stock 
were unjustified. At the times of such 
purchases it was fully apparent that the 
investment was speculative at best and 
that the plain duty of the executor was 
to dispose of the holdings and not to in- 
crease them. 


JURISDICTION — County Court May 
Not Determine Rights of Legatees 


Nebraska—Supreme Court 
Dewitt v. Sampson, 64 N.W. (2d) 352. 


Will created a trust. The wife, who 
was named trustee, was to receive the 
income, and use so much of the principal 
as she might need for her comfort. Under 
a power of sale, she sold real property. 
On her death, claim for the trust fund 
was filed against her estate. Remainder- 
man brought an action in District Court 
to construe the will, which was dismissed 
because of the claim filed in the County 
Court. 

HELD: Reversed. County Court has 
exclusive original jurisdiction over 
claims against an estate but it has no 
jurisdiction to construe a will, except to 
advise executor. It has no jurisdiction 
to construe wills to determine rights of 




















devisees or legatees as between them- 
selves. 


JURISDICTION — Probate Court Can- 
not Try Title 


California—District Court of Appeal 

Merola v. Superior Court, 125 A.C.A. 8 (Apr. 

30, 1954). 

Gaetano Merola, director of the San 
Francisco Opera Company, died and the 
executor of his will brought a proceed- 
ing under California Probate Code §§ 
613-615 to examine the widow concern- 
ing estate property allegedly in her pos- 
session. After taking evidence the pro- 
bate court ordered the widow to deliver 
to the executor certain cash and bonds, 
declared to be the property of the estate, 
and enjoined the widow and the executor 
from changing the status quo of a cer- 
tain savings account. The court later 
amended the order to delete the finding 
that the cash and bonds belonged to the 
estate and added a statement that the 
order did not prejudice the widow’s 
right “to determine the question of title 
to said property in an appropriate 
action.” 

Some bonds were payable to bearer; 
other bonds, and the savings account, 
stood in the name of “Gaetano Merola 
or Mrs. Gladyce Merola.” The cash was 
in a bank deposit made in the widow’s 
name. 

The widow brought the present pro- 
ceeding to review the order, claiming it 
void for lack of jurisdiction. 


HELD: The court was without juris- 
diction to make the order except as to 
certain bonds which the widow conceded 
belonged to the estate. As to all other 
property, the widow claimed it as her 
own either by right of gift or by right 
of survivorship. Such claims presented 
a contest between the estate and a 
stranger to the estate, in which situa- 


CONTRIBUTING LEGAL EDITORS* 


ARIZ.: H. L. Divelbess—Gust, Rosenfeld, Divelbess, Robinette & Linton, Phoenix 
CALIFORNIA: Walter L. Nossaman—Brady, Nossaman & Paulston, Los Angeles 
ILLINOIS: R. J. Frankenstein, Jr—McDermott, Will & Emery, Chicago 
MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn 

MISSOURI: Robert Neill, Jr—Thompson, Mitchell, Thompson & Douglas, St. Louis 
NEBRASKA: Frank D. Williams—Cline, Williams, Wright & Johnson 

NEW YORK: Joseph Trachtman—Trachtman & Wolf, New York City 

OKLA.:, Bruce H. Johnson—Embry, Johnson, Crowe, Tolbert & Boxley, Okla. City 
PENN.: E. C. Shapley Highley—Spiegel & Highley, Philadelphia 

TENNESSEE: Charles C. Trabue, Jr.—Trabue & Sturdivant, Nashville 
WASHINGTON: Lightner Smith—Attorney-at-Law, Seattle 


*This roster is published in the first issue of each volume. In other issues, reporting attorneys are listed. 


667 














tion a probate court might not try the 
question of title between the contestants. 


PERPETUITIES — Restraints on Alien- 
ation Invalid 


Washington—Supreme Court 
Richardson v. Danson, 144 Wash. Dec. 699. 


Testator made several specific devises 
of real property. Each devise was “.... 
Subject, however, to the following terms 
and conditions: That my said nephew 
shall have the use and occupancy and 
right to farm such land and the income 
therefrom during the period of twenty 
years from the date of my death; pro- 
vided, however, that he pay all taxes 
and assessments levied thereon during 
such twenty-year period, and provided 
that such land shall not be sold or en- 
cumbered by mortgage or any other 
manner during such period of twenty 
years.” He gave, devised and bequeathed 
the residue to Brown, subject to the 
same conditions. There was nothing in 
the will providing for the disposition 
of any of the property in the event 
any of the conditions were not carried 
out. In an action for declaratory judg- 
ment, it was 


HELD: The property vested in the 
devisees immediately upon the death of 
the testator. The conditions expressed 
in the will were not conditions precedent. 
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Nothing was required to be done by the 
devisees before they could take title. In 
fact, the devisees must take title before 
they can perform or fail to perform 
the conditions. There is no provision for 
reversion in event of their failure to 
perform. 


The attempted restraints on alienation 
are invalid. Although some courts hold 
that restraints on alienation are valid 
if limited to a reasonable time, the great 
weight of authority is that where a fee 
simple title to real estate passes under 
a deed or will, any restraint attempted 
to be imposed by the instrument upon 
the grantee or devisee is void, and the 
grantee or devisee takes the property 
free of the void condition. 


POWERS OF APPOINTMENT — Gen- 
eral Power Held Absolute Gift 


Tennessee—Court of Appeals (Middle Section) 
Baldwin v. Davidson, 276 S.W. (2d) 756. 


In a holographic will testator directed 
his surviving partner to “turn over to 
my sister . .. my share to be distributed 
as she shall see fit.” Before testator’s 
death, his business had been converted 
into a corporation, and he held shares of 
stock therein in exchange for his part- 
nership interest. The Chancellor held 
that the above power was void in that 
the testator’s share was not given to the 
sister for her own use, but to distribute, 
and no beneficiary was named to receive 
it. 


HELD: Reversed. The power is a gen- 
eral power of appointment, and the sis- 
ter is free to distribute testator’s share 
as she wishes; she may give part or all 
of it to others or may keep it all for 
herself. Under all of the authorities, 
where a donee of a power is given com- 
plete discretion in the exercise thereof, 
he may exercise the power in his own 
favor. Accordingly such a power has the 
effect of conferring outright ownership 
upon the donee. A power in trust may 
not be exercised in favor of the donee 
of the power, and if no beneficiaries are 


























Artist’s conception of new Republic National 
Bank in Dallas now nearing completion, 
shows the large beacon light which will be 
mounted on a 150-foot tower, giving the 
building an over-all height of 598 feet above 
the sidewalk. The beacon, of almost 500,- 
000,000 candlepower, will be visible an esti- 
mated 120 miles. 





named, the power is void. The instant 
case, however, does not present a power 
in trust. Nor does the fact that testator’s 
interest in the business had been con- 
verted into corporate form work an 
ademption of the bequest. His intention 
was to give his sister his share of the 
business, and the change was not one of 
substance, but of form only. 


Powers — Foreign — Foreign Trus- 
tee Cannot Convey Land Without 
Authority of Other State — Tax 
Exemption of Charitable Corpora- 
tion 

Massachusetts—Supreme Judicial Court 
Assessors of Everett v. Albert N. Parlin House, 
Inc., 1954 A.S. 389, April 13, 1954. 
Testator, a resident of New Hamp- 

shire, gave $300,000 to trustees to erect 
and maintain in or near Boston a lodging 

house for young men and boys earning a 

living. Three Massachusetts individuals 


were appointed trustees by the New: 


Hampshire court. No ancillary probate 
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was taken out in this state. The trustees 
purchased two parcels of land in Everett, 
one a YMCA building and one with a 
house. They tore down the house and 
erected a new building, and remodeled 
the YMCA building. At the same time 
they organized a charitable corporation 
under G.L. 180, chartered to carry out 
the purposes of the will, and transferred 
the property to the corporation in ex- 
change for all its stock. 


HELD: 1. The corporation was a 
charitable corporation and its property 
was exempt from taxation. The assessors 
contended that the corporation did not 
own the property, and therefore it was 
not exempt from taxation, on the ground 
that the authority of the trustees did not 
extend beyond the territorial jurisdic- 
tion of the New Hampshire court, and 
therefore the deed of conveyance was in- 
effective. In 1948 the corporation regis- 
tered in the Land Court the title to the 
larger portion of the land with the build- 
ings and received a certificate of title, 
leaving a smaller parcel of vacant land 
unregistered. The registered parcel was 
exempt from taxation because the decree 
of the Land Court registering the title 
was conclusive on all persons that the 
title was in the corporation. 


2. The unregistered vacant land pre- 


ton : sented a different problem. A foreign 


trustee has no authority to convey land 
in another state unless authorized by 


§ that state to do so. The trustees never 


availed themselves of the Massachusetts 
statutes to obtain a license to convey the 
property and hence the corporation did 
not obtain the legal title. As it had a 
record title the tax was properly assessed 
to it, but it was not exempt from tax- 
ation because it did not legally own the 
property. 


PowERS — Limitations — Right of 
Taker in Default of Appointment 
to Sue for Breach of Duty of Loy- 
alty 


California—District Court of Appeal 


Kenny v. Citizens National Bank, 124 A.C.A. 
876 (Apr. 27, 1954). 


Plaintiff’s decedent, William, was the 


husband of Ethelwyn, life beneficiary of 
a testamentary trust created by her 
father. Trust provided for distribution 
upon her death as Ethelwyn might ap- 
point by will and in default of appoint- 
ment “to the person or persons entitled 
to succeed to Ethelywn’s estate in ac- 
cordance with the laws of intestate suc- 
cession of the place of her residence as of 
the date of her death, and in effect as 
of that date.” From the time the trust 
was created Ethelwyn’s sole heir was 
William, a bedridden arthritic patient 
living in a sanatorium. Defendant bank 
was trustee, and individual defendant 
was bank’s executive vice president and 
Ethelwyn’s confidential business adviser. 


Ethelwyn died and left the residue of 
her estate, including the appointive prop- 
erty, in trust to pay William up to 
$40,000 per year and to pay the balance 
of income to the bank’s executive offi- 
cer. On William’s death the trust term- 
inated and corpus was to be distributed 
to the bank officer or to his daughter, or 
to the daughter’s issue. Ethelwyn also 
devised her home to the bank officer and 
forgave any indebtedness owed her by 
him at her death. She named the bank 
and the executive officer as co-executors 
and co-trustees. 


William received $84,300 in payments 
under the will. After his death, his exeu- 
tor brought these actions for constructive 
trust and for damages for breach of fidu- 
ciary duty alleging (inter alia) that the 
trustee and its executive officer had used 
their respective fiduciary positions to ob- 
tain advantages from William. The trial 
court sustained a general demurrer to all 
causes of action. 


HELD: Reversed in part. The com- 
plaint stated causes of action as to 
property appointed under the testa- 
mentary trust for breach of duty of 
loyalty. No causes of action existed as 
to property in Ethelwyn’s own estate, 
since no fiduciary duty was owed William 
by the defendants as to that property. 


William’s interest as a taker in de- 
fault was sufficient to support his causes 
of action for breach of duty. 


The issues presented in the present 
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proceeding were different from those pre- 
sented in the previous probate proceeding 
in the estate of the father and admitting 
Ethelwyn’s will to probate, and could not 
have been tried there. Nor did acceptance 
of benefits under will preclude these ac- 
tions since they did not challenge the 
will’s validity but attached independent 
breaches of duty by defendants. 


REVOCATION & TERMINATION — Sub- 
sequent Settlement Agreement 
Does Not Revoke Will 


California—District Court of Appeal 

Estate of Bartolo, 124 A.C.A. 827 (Apr. 26, 

1954). 

Bartolo executed an holographic will 
on January 11, 1946, bequeathing all his 
possessions to his wife. The will included 
the following statement: “If we are di- 
vorced or separated she still is to receive 
the forementioned benefits — to be the 
sole heir.” 

On January 16, 1946, Bartolo and his 
wife executed a property settlement 
agreement which recited that they had 
separated and contained a series of state- 
ments indicating their intent to settle 
all their financial matters by this agree- 
ment. The probate court admitted the 
will to probate and the heirs appealed, 
claiming revocation of the will under 
California Probate Code Section 73, 
which reads in part as follows: 
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“If the instrument by which an altera- 
tion is made in the testator’s interest in 
any property previously disposed of by his 
will expresses his intent that it shall be a 
revocation, or if it contains provisions 
wholly inconsistent with the terms and 
nature of the testamentary disposition, it 
operates as a revocation thereof, unless 
such inconsistent provisions depend on a 
condition or contingency by reason of 
which they do not take effect.” 


The will was admitted to probate. 


HELD: Affirmed. The mere execution 
of a property settlement agreement be- 
tween husband and wife did not alone 
revoke the previous will executed by the 
husband and naming the wife as a bene- 
ficiary. The agreement itself exhibited 
no intention to revoke the previous will 
and was not otherwise inconsistent with 
the terms of that will. Estate of Bartolo, 
124 A.C.A. 827 (Calif. D. C. of App., 
Apr. 26, 1954). 


REVOCATION & TERMINATION — Tes- 
tamentary Trust Can be Termin- 
ated Despite Incapacity of Distri- 
butee 


Illinois—Supreme Court 


LaSalle National Bank v. McDonald, 2 Iil. 
(2d) 581. 


Decedent was survived by a daughter 
and a son, his only heirs-at-law. Will 
directed that in such event his estate was 
to be held in trust for a period of twenty 
years and the income paid equally to his 
children. One-half of the principal was 
to be distributed equally to his children 
at the end of ten years and the balance 
equally to them at the end of twenty 
years. The will directed that if “any 
income” became payable to a person un- 
der a legal disability the trustee was to 
expend such person’s income for support 
and education instead of making the pay- 
ment to the legally appointed guardian 
or conservator. A spendthrift clause di- 
rected that “payments” to beneficiaries 
were to be made to them in person or 
upon their personal receipt. 


Seven years after decedent’s death his 
daughter was adjudicated incompetent 
and a conservator was appointed. The 
trustee refused to distribute the daugh- 
ter’s share of principal to the conservator 
at the end of the twenty-year period 
whereupon the conservator was success- 
ful in .obtaining a decree of the circuit 
court directing termination and distribu- 
tion. The trustee and decedent’s son ap- 
pealed on the alternative grounds that 
(1) the facility of payment and spend- 
thrift clauses disclosed an intent to have 
the trust continue until all of the bene- 
ficiaries were competent and able to re- 
ceive distribution of principal, and (2) 
the trust should be continued to prevent 
the incidence of “an enormous, perhaps, 
ruinous capital gains tax.” 


HELD: Affirmed. Distribution of prin- 
cipal at the end of the twenty-year period 


clearly was intended. The facility of pay. 
ment and spendthrift clauses refer solely 
to “payment” of income. The testator 
consistently distinguished between “pay. 
ment” of income and “distribution” of 
principal. The fact that the testator did 
not desire trust income to be managed 
by a conservator, does not overrule his 
clearly expressed intent to have the trust 
terminated at the end of twenty years, 
The tax on capital gains does not operate 
to postpone the termination of trusts and 
the distribution of trust property. 


TAXATION — Estate & Inheritance — 
Beneficiaries of Annuity Charge. 
able with Pro Rata Share of Tax — 
Allocation Clause Inapplicable 


Missouri—Supreme Court, Div. 1 
Carpenter v. Carpenter, 267 S.W. (2d) 632. 


Testator had purchased an annuity 
contract wherein he reserved the right to 
change beneficiaries of the death bene. 
fits and to choose among optional forms 
of payment of such death benefits. He 
named his wife as principal beneficiary 
and his two sons as contingent bene- 
ficiaries, and elected the monthly install. 
ment form of payment. Since the widow 
was considerably younger than testator, 
the value of her interest in the contract 
at death far exceeded the value of the 
interests of the two sons. 


Under testator’s will the residue was 
divided equally among the widow and two 
sons. Article X of the will provided: 


““*Should there be any federal estate or 
state inheritance or succession taxes as 
sessed or levied upon any bequests or de- 
vise herein made, then I direct my Execu- 
tors, out of my estate, to pay any such tax 
or assessment, the intention being to give 
said bequests and devises free and clear 
from all such charges, and should there be 
any city, state, county, school district, or 
other public taxes, which are a lien and 
can be paid, upon any of the real or per- 
sonal property at the time of my death, I 
direct my Executors to pay any and all 
such taxes out of my estate, so that any 
bequest may be as free as possible from 
liens on account of any such taxes.’” 


The value of the annuity contract at 


death was included in testator’s gross | 


estate for estate tax purposes under Sec- 
tion 811 of the Internal Revenue Code. 
It accounted for more than half the 
estate tax payable. 


In this case of first impression in Mis- 
souri, the issue was whether the ultimate 
burden of the federal estate. tax at- 
tributable to the value of the annuity 
contract should be borne by the bene- 
ficiaries of the annuity contract in ac- 
cordance with their respective interests 
therein, or by the probate estate and 
charged against the residuary legatees 
in accordance with their interests in the 
residuary estate. 


HELD: The federal estate tax attri- 
butable in the annuity should be paid 
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by the beneficiaries of the annuity in ac- 
cordance with their respective interests 
therein. There is nothing in the federal 
estate tax statutes to prevent a proper 
application of equitable principles to pre- 
yent injustice, where the tax is based 
upon both testamentary and non-testa- 
mentary property. The will was silent as 
to the incidence of federal estate taxes 
occasioned by non-testamentary property. 
Accordingly, the issue could be deter- 
mined upon equitable principles. 


TAXATION — Estate & Inheritance — 
Insurance Company Not Required 
to Pay Part of Tax Attributable to 
Non-Refund Single Premium An- 
nuity 

New York—Supreme Court, Appellate Div. 
Matter of Dimond, N.Y.L.J., June 18, 1954. 


Decedent purchased a single premium 
annuity contract from an insurance com- 
pany by which the company agreed to 
pay a monthly sum to the decedent dur- 
ing the joint lives of herself and her 
daughter, and that after her death it 
would make these monthly payments to 
her daughter or until a specified date or 
the daughter’s prior death. The contract 
did not provide for the payment of any 
minimum amount, or of any minimum 
amount of monthly payments, nor did it 
provide for any surrender or terminal 
value. 


The decedent died in 1945, survived by 
her daughter who was also executor of 
her will. The decree which settled the 
executor’s intermediate account directed 
the insurance company to pay to the ex- 
ecutor a sum which equalled the propor- 
tionate amount of federal and N. Y. 
estate taxes previously paid by the execu- 
tor and allocated to the value of the 
annuity contract. Section 124 of the De- 
eedent Estate Law provides for equit- 
able proration of estate taxes among 
those “interested in the estate,” and gives 
the executor the right to recover such tax 
from the party in possession of the 
property. 

HELD: The decree of the Surrogate, 
insofar as it directed such payment by 
the insurance company, is reversed. The 
insurance company is not one in posses- 
sion of a fund within the meaning of 
Sec. 124. Here no sum of money became 
payable upon the decedent’s death. The 
obligation of the company was to make 
future monthly annuity payments condi- 
tioned upon the survival of the annuitant 
as of the date of the monthly payments. 
The company was not in possession of 
any fund nor does one exist from which 
the tax can be paid. 


WILLs — Construction — Distribu- 
tion Per Stirpes and not Per Capita 


Pennsylvania—Supreme Court 
Marshall Estate, 377 Pa. 41. 


Testator died in 1901 leaving his es- 
tate in trust for his wife for life, and 
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after her death to his unmarried chil- 
dren for life; upon the death or marriage 
of the last of them, to his married chil- 
dren for life and at the death of the 
last of them, to the descendants of his 
married children per stirpes. At the 
death of the last of his children, one 
married child was represented by one 
child and other married child by three 
children. The latter contended that there 
should be a per capita distribution to 
them as grandchildren of the testator 
and that the stirpital distribution began 
with their descendants. This contention 
was apparently based on the theory 
of representation embodied in the Intes- 
tate Act to the effect that those in the 
nearest degree take per capita and the 
descendants of those missing from that 
degree take per stirpes. The lower court 
ruled against this contention and the 
three grandchildren appealed. 


HELD: Affirmed. From the language 
and scheme of the will, without resort 
to any authorities, testator intended that 
his estate should be divided per stirpes, 
not per capita, among the grandchildren 
presently in interest. Instead of saying 
merely that the estate should be divided 
among the descendants of his married 
children, which would have meant a per 
capita distribution, the testator added 
the words, “per stirpes” thus demonstra- 
ting that he intended his grandchildren 
as well as the other descendants of his 
married children to take per stirpes. The 
expression per stirpes may be used in 
two different senses; it may refer, first, 
to a taking by right of representation 
and second, to a taking collectively by 
families and not equally as individuals, 
and the testator here used it in the sec- 
ond sense. 


WILLs — Probate — Agreement to 
Devise Enforceable by Third Par- 
ties 


Oklahoma—Supreme Court 
Tucker v. Zachery, 269 P. (2d) 773. 


Mr. and Mrs. Smith had two foster 
daughters whom they had raised from 
infancy but whom they had never formal- 
ly adopted. The foster parents died in a 
common disaster, Mr. Smith surviving 
Mrs. Smith by 55 minutes. What pur- 
ported to be the will of both of them.was 
in the handwriting of Mrs. Smith and 
was signed by both Mr. and Mrs. Smith 
and provided for the disposition of all 
of their property to their foster daugh- 
ters. It was not formally executed and 
thus qualified as a holographic will of 
Mrs. Smith but not of Mr. Smith. 


This proceeding was brought by the 
foster daughters as third party bene- 
ficiaries of an alleged contract entered 
into by Mr. and Mrs. Smith that each of 
the contracting parties should leave all 
of his or her property to the foster 
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daughters. As evidence of such a con- 
tract, in addition to the purported will, 
oral testimony was introduced to show 
that the deceased couple had stated to 
other persons that they had fixed it so 
that the foster daughters would get 
everything. The administrator of the 
estate of Mr. Smith appealed from the 
trial court’s finding for the plaintiffs and 
alleged as error that: (1) the contract 
was without consideration; and (2) that 
the contract was void as violative of the 
“forced-heir” statute. 


HELD: Affirmed. 


1. Since plaintiffs were third parties, 
it was not necessary to show any con- 
sideration flowing from them, and as be- 
tween the contracting parties, their mu- 
tual promises furnished sufficient con- 
sideration. 


2. While a will which provides less 
than the laws of descent and distribu- 
tion would allot to the forced heir (in 
this case the deceased spouse) is void- 
able at the election of the forced heir, 
it is valid as to other beneficiaries and 
since the spouse had predeceased her hus- 
band there was no one who could avoid 
the effect of the agreement. 

Three Justices dissented. They con- 
cluded that there was inadequate proof 
to establish the making of a contract to 
devise property, and further, that had 
a contract been definitely proven it 
would have been ineffective because of 
a lack of consideration between the con- 
tracting parties. The majority conceded 
in an obiter dictum, that such a contract 
would not be permitted to circumvent 
the forced-heir statute, and if the wife 
had survived, it would not have been 
enforceable against her; she would still 
have been permitted to take her statutory 
share of the husband’s property. Under 
such circumstances, the minority con- 
sidered the agreement lacking in mutual- 
ity and unenforceable by third-parties. 


WILLs — Probate — Petitioner May 
Refute Charge of Undue Influence 
Without Filing Answer 


Arizona—Supreme Court 
In re Regaldo’s Estate, 268 P. (2d) 973. 


Decedent’s brother and sister filed an 
objection to the probate of the will on 
the ground that the will was executed as 
a result of undue influence. Petitioner 
did not file an answer to these allegations 
and contestant on appeal presented the 
question of whether the court was war- 
ranted in permitting petitioner to sub- 
mit evidence refuting undue influence 
without filing an answer. 


HELD: Petitioner should have filed an 
answer, but the irregularity of trying 
such questions in the manner here under 
consideration, does not require reversal. 
The court was justified in concluding that 
the instrument was decedent’s own free 
act. 


672 


WILLS — Probate — Execution of 
Will by Blind Person 


Illinois—Supreme Court 
In re Estate of Calo, 1 Ill. (2d) 376. 


Testatrix, a blind woman, signed her 
will by making a cross on each page 
thereof in the presence of three witnesses, 
who thereupon signed a formal attesta- 
tion clause on the final page. Prior to the 
execution of the will testatrix was asked 
if she was satisfied with it and if she 
had any questions. She replied that it 
was satisfactory and she had no ques- 
tions. However, the will was not read or 
explained to her in the presence of the 
attesting witnesses. After her death two 
of her sons contended the petitioner for 
the probate of the will had not proved 


testatrix had knowledge of its conten 
emphasizing that although their moth 
understood English she could not read ¢ 
write. 

HELD: The will was duly executed ar 
attested. If the testator is shown to ha 
executed an instrument as his will, 


will be presumed in the absence of eyj 


dence of fraud, imposition or men 
incapacity that he was aware of its cor 
tents. This presumption can be overcom 


only by clear proof to the contrary. | 
was not overcome in this sense by ey 


dence that testatrix was blind and co 


not read or write. The will was atteste/ 
properly since testatrix understood th 


importance of the occasion and was con 


scious of the presence of each of th 


witnesses. 
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